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The name Hammermill Safety in their checks helps assure your customers 
that you are vitally concerned about keeping their money safe. 


Customers like the feeling that their checks are safe from alteration with 
Hammermill Safety’s sensitized surface. And they like to recognize the name 
they know and trust in paper. You help make them feel at home when you 
use Hammermill Safety. Hammermill Paper Company, Erie, Pennsylvania. 
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Once more we reprint this now familiar prayer of ours, exactly as it was written twelve years ago, 








From Where We Sit . . . 


Danger Ahead! 


N OUR EDITORIAL of a month ago we described as the 
most provocative of all the addresses delivered at 
the ABA Convention, and perhaps one of the most valu- 
able, that of Congressman Albert Rains of Alabama, 
Chairman of the House Banking and Currency Com- 
mittee’s Subcommittee on Housing, who spoke on “The 
Role of Housing in a Full Employment Economy.” It 
might have been well to add in the same breath that no 
complimentary connotations were intended, and that 
from the standpoint of the quality of the thinking re- 
vealed and the soundness of the views expressed, it might 
better have been described as the Convention’s worst. 

To state it differently, the address was important, not 
because it was good, but because it set out in accurate 
detail precisely the economic philosophy that is best 
calculated to take us down the primrose path of infla- 
tion to a severely regulated economy, or something 
worse; and our greatest need at the moment is to realize 
that there are men in places of great responsibility and 
power who are hitting the line for a doctrine whose 
greatest danger lies in the fact that it is both very pala- 
table and very deadly. 

Preponderant among the views espoused by Congress- 
man Rains in his ABA speech were those centering on 
the proposition that the one thing required to keep our 
economy rolling in high is plenty of cheap money; and 
he placed special emphasis on the manner in which con- 
ditions in the money market affected the housing con- 
struction industry. 


The speaker paid a bit of lip service to the ABA’s 
resolution recommending amendment of the Employ- 
ment Act of 1946 by incorporating price stability as an 
additional stated objective of national policy, and 
promptly negated that sentiment by urging that it be 
renamed the Full Employment Act, adding that it 
should be made to “‘state unequivocally that full em- 
ployment is one of our national goals.’’ But a goal, by 
any definition, must be attainable, and full employment 
as a goal is a concept that simply does not fit into a free 
economy. 


Other resolutions adopted by the ABA: 
@® Emphasized the responsibility of its members as 
bankers and as citizens ‘‘to contribute to the achieve- 
ment of the nation’s objective of economic growth by 
cultivating an understanding that inflation makes 
vigorous and sustained growth impossible.”’ 


@ Advocated policies that would result in a budgetary 
surplus and debt reduction in good times, “‘lest a rising 
national debt inevitably dissipate our nation’s fiscal 
strength and weaken the value of the dollar.” 

@ Asserted its belief that the interest rate ceiling on 
Treasury bonds should be eliminated in order that the 
Secretary of the Treasury may be free to fit his financing 
decisions to market conditions. 

@ Endorsed ‘‘the flexible credit policies followed by the 
Federal Reserve as necessary to achieve sound economic 
growth with a minimum of cyclical fluctuations in em- 
ployment and business activity.” 
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Congressman Rains, on the other hand, 


@ Declared that “it is one thing to seek [a balanced 
budget] as a desirable objective, and quite another to 
make it a fetish which blinds us to our needs and capa- 
bilities as a nation.” 


@ Described as “ludicrous” and ‘‘one of the most unfair 
canards,” “the current cry that the failure of the Con- 
gress to authorize a higher interest rate on long-term 
government bonds is at present our greatest inflationary 
danger.” 


@ Adjudged the Fed’s flexible credit policies a ‘“‘dismal 
failure.” 


The impending struggle between the schools of thought 
represented, respectively, by the ABA and Congressman 
Rains will make 1960 a fateful year. For the actions of 
Congress and the outcome of the approaching elections 
will tell us a great deal about ourselves—about the in- 
tegrity of our motives and the soundness of our judg- 
ments—about the extent to which we understand the 
price of freedom and are willing to pay it. 


Whether they realize it or not, Congressmen Rains, 
Patman, and others of their persuasion, are preaching 
pure, unadulterated inflation; and inflation, aside from 
being the “‘cruelest tax,’’ leads in only one direction: 
away from freedom and toward regimentation. Rather 
than face up to realities and apply economic solutions to 
economic problems, these gentlemen would attempt to 
legislate away the symptoms of our economic ills and 
leave their causes undisturbed. The ultimate effect of 
this process can only be to replace the decisions voiced in 
the market place with the dictates of a bureaucracy— 
and perhaps we’ll one day have to settle for a strong 
man on a white horse. 

But there are increasing signs that the supporters of 
sound fiscal and monetary policies may yet win the day, 
not the least of which is the recent announcement that 
the State Association Section of the American Bankers 
Association has set up a committee whose function it will 
be to further the aims and purposes of the ABA’s Com- 
mittee for Economic Growth without Inflation (BANK- 
ERS MONTHLY, Sept. 15). 


Said South Dakotan Carl E. Bahmeier, president of 
the State Association Section, ‘‘One of the most sig- 
nificant aspects of the ABA’s program to foster economic 
growth and combat inflation is that it is essentially a 
program to reach the ‘grass roots’ through local banker 
participation and leadership.’”’ And banker participation 
and leadership may well be found when the smoke of 
battle has cleared away to have spelled the difference 
between victory and defeat for our way of life. 


Editor 
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The Citizen’s Responsibility 


There is a responsibility on indi- 
vidual citizens and upon organized 
groups to wicshhold demands on the 
Federal Government for spending that 
can be avoided, or that can be de- 
ferred, or that can more effectively be 
done by local government or by pri- 
vate enterprise. There is a responsi- 
bility, too, on all of us to take up the 
fight and support the President’s 
leadership in seeking to make the 
country live within its income. 


This involves a lot more than being 
“for” a balanced budget in abstract 
terms. It calls for a working famili- 
arity with the budget, an awareness of 
the pressures to enlarge it for the 
benefit of one interest group or 
another, and a readiness to take per- 
sonal action as responsible citizens 
through their representatives in the 
Congress to oppose those pressures. 


At the root of everything I have said 
here is the disturbing but inescapable 
question of whether we are willing to 
accept the responsibilities that go 
with being a free people—whether our 
nation can summon the self-discipline 
that the times and the issues call for 
to balance the budget, to reduce the 
debt, to stabilize the dollar, to ward 
off inflation, and then to reduce the 
burdens of taxation. 


We have accepted the necessity for 
discipline in times past, when we had 
to fight or die. As the decade of the 
Sixties opens, we will be fighting in a 
different way, with a more insidious 
opponent. With all the fallacies in 
communism’s logic and economics, it 
is strong on discipline, and this could 
spell a fateful difference in the final 
outcome. Can we, a liberty-loving 
people, close ranks and demonstrate 
that self-discipline can prevail in our 
society? In the answer to this question 
lies the test of how well our kind of 
democracy can survive. 


—Maurice H. Stans, Director, Bureau 
of the Budget, before Conference of 
Bank Correspondents, The First National 
Bank of ——— 


Help Fight TB 
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well be doing the same, Wondering, in our homes, too, how it got to be 


midnight so soon. Little sleep this night. Yet, come morning, we'll be as wide awake as the 


youngsters. The excitement of Christmas is ageless. The four thousand people of the 
Continental Ilinois National Bank — Trust Company 
icago 


hope you have the happiest of Christmas Days. 
BANKERS MONTHLY 








THE TOP OF THE FINANCIAL NEWS 





MERGERS 
West Coast Wedding 


There’s soon to be another big 
change in the ever-changing Califor- 
nia banking picture. Subject to the 
approval of stockholders and super- 
visory authorities, expansion-minded 
American Trust Co. and storied Wells 
Fargo Bank will merge under the 
name Wells Fargo Bank-American 
Trust Co. Last month’s announce- 
ment that directors had agreed on a 
basis for the merger came after nearly 
a year of off-again, on-again negotia- 
tions. 

The successor bank will have re- 
sources of more than $2.5 billion 
third largest in California, 11th larg- 
est in the U. S. Top management 
will consist of Harris C. Kirk (Ameri- 
ean Trust), chairman and chief execu- 
tive officer; I. W. Hellman (Wells 
Fargo), vice chairman; and Ransom 
M. Cook (American Trust), presi- 
dent. 


Opposites Attract. In one sense at 
least, this will be another merger of 
opposites: American Trust operates 
102 branches, through which it con- 
ducts a big retail business (e.g., real 
estate loans top $400 million); Wells 
Fargo, with only 13 offices, concen- 
trates on providing specialized facili- 
ties for a comparatively small num- 
ber of accounts (including a good cor- 
respondent bank business). 


The merger plan provides that 
stockholders of American Trust are 
to receive one share of the successor 
bank for each share held after a 10 
per cent stock dividend voted earlier 
last month. Similarly, Wells Fargo 
holders will exchange stock on a 
share-for-share basis after a 5 per 
cent stock dividend. (In July, Wells 
Fargo split its stock two-for-one, and 
in August it paid 10 per cent in stock.) 


Under this allocation, American 
Trust stockholders will own about 70 
per cent of the new shares. 


Romantic Past. The merger will 
bring together the two oldest banks 
in the West. San Francisco was the 
jumping-off place for the California 
Gold Rush when Henry Wells and 
William G. Fargo launched Wells 
Fargo & Co., Express and Banking, 
in 1852. That the company’s stage 
lines and banking activities played a 
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HARRIS C. KIRK 
Wells Fargo-American Trust 


major part in opening the West is a 
matter of history. 


Twice in the past, Wells Fargo was 
involved in important mergers: in 
1905 with the Nevada Bank (founded 
in 1875 by the four ‘Silver Kings’’ of 
Comstock Lode fame); and in 1923 
with the Union Trust Co. (organized 
in 1893 as the first corporate trustee 
on the Pacific Coast by financier 
Isaias W. Hellman). 





LLOYD D. BRACE 
Luncheon at Schwartz’s 


American Trust dates back through 
a savings bank established in 1854, 
but it wasn’t until 1927 that the bank 
took its present form. Reflecting 
California’s population ‘‘explosion’”’ 
and the aggressive merchandising of 
bank services, American Trust has 
nearly doubled in size over the last 
decade. 


Closer to the Pits 


New York’s Hayden, Stone & Co. 
will acquire Daniel F. Rice & Co., 
Chicago-based brokers in securities 
and commodities, effective January 1. 
William F. Rowley and John M. 
Wenner of the Rice firm will become 
general partners of Hayden, Stone, 
and Daniel F. Rice will be a limited 
partner. Among other things, the 
acquisition will materially enlarge 
Hayden, Stone’s grain business and 
give the firm an office in the Loop’s 
Board of Trade Building. 


INVESTMENTS 


Influencing Analysts 


In the world of business and finance, 
few luncheon meetings are as infor- 
mative—or have so much real impact 

as those put on by the various so- 
cieties of security analysts. 


All told, there are 21 recognized 
analysts societies in the U. S. and two 
in Canada with a combined member- 
ship of more than 5,900. (The 23 
societies are linked together through 
The National Federation of Financial 
Analysts Societies.) Roughly half of 
the members work for investment 
banking, brokerage and advisory 
firms; the other half are associated 
with banks, investment companies, 
insurance companies and other insti- 
tutional investors. Some 1,000 mem- 
ber analysts are in trust departments 
of commercial banks. 


Eager Speakers. Featured speakers 
at the analysts’ well-attended lunch- 
eons are top officials of corporations 
whose stocks are publicly held. It 
wasn’t so many years ago that the 
analysts had trouble lining up corpo- 
rate luminaries as speakers. But with 
the rise of security analysis as a pro- 
fession, and with the growth of insti- 
tutional investment in the stock 
market, all that has changed. Today, 
the corporate executive invited to ad- 
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dress an analyst group considers him- 
self fortunate indeed. 


It’s probably true, moreover, that 
corporate officials “‘open up” more at 
these affairs than at any other meet- 
ing save that of their own directors. 
However, while they naturally are 
anxious to impress and influence the 
analysts, speakers seldom wander very 
far from the facts. On a few occasions 
in the past, corporate representatives 
have been less than frank with the 
analysts, and later lived to regret it. 


Roast Beef & Helicopters. In major 
cities across the country last month, 
top corporate officers were ‘‘opening 
up” before groups of analysts. The 
speakers well knew that what they 
said might have a swift and sharp 
impact on the stocks of their compa- 
nies. Items: 


@ At Wall Street’s time-honored Sch- 
wartz’s Restaurant, chairman Lloyd 
D. Brace of The First National Bank 
of Boston told the New York Society 
of Security Analysts (biggest of the 
analyst groups with about 2,400 
members) that the bank expects earn- 
ings this year of $7.15 to $7.25 a share 
(vs. $6.50 in 1958). If economic con- 
ditions remain generally the same, he 
would expect a further increase in the 
bank’s earnings next year. Mr. Brace 
also revealed that directors of the 
bank will vote in January on a stock 
dividend that should, he felt, prove 
attractive to stockholders. 


@ Wilbur G. Malcolm, president of 
American Cyanamid Co. (a big 
favorite with trust and other institu- 
tional investors), told the Financial 
Analysts of Philadelphia that an 
earlier estimate of 1959 earnings with- 
in a range of $2.40 to $2.60 a share 
(vs. $2.07 last year) ‘“‘may still be 
realistic, since we have as yet no 
sound basis for modifying it.’’ Con- 
cluded Mr. Malcolm: ‘‘On the reason- 
able assumption that business in 
general for 1960 should be as good or 
better than 1959, it is my belief that 
Cyanamid, assisted by expected in- 
ternal improvements, should record 
further increases in sales and earnings 
next year.” 


@ Addressing the San Francisco So- 
ciety of Security Analysts in the St. 
Francis Hotel, Parke, Davis & Co. 
president Harry J. Loynd said he ex- 
pects his company to show an increase 
in net earnings for 1959 “in the 
neighborhood of 11 per cent” over 
last year, while ‘‘sales should be up 
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about 10 per cent.’”’ Mr. Loynd re- 
ported that the increase ‘“‘was in no 
one product group, but spread among 
22 categories, including biologicals, 
surgical dressing and selected special- 
ties.”” Last year Parke-Davis earned 
$1.89 a share on sales of $173 million. 


@ At a meeting of the Boston Society 
of Security Analysts, George M. 
Bunker, president of The Martin Co., 
said that sales of the big missile and 
aircraft manufacturer in 1959 will ex- 
ceed $500 million for the first time, 
and that earnings will show an in- 
crease over last year’s $4.01 a share. 
Mr. Bunker also reported that Martin 
has acquired more than 10 per cent of 
the stock of General Precision Equip- 
ment Corp. ‘“‘The stock was purchased 
at less than the current market level 
over the past four months.”’ 


@ Reversing the usual procedure, high- 
flying American Motors Corp. brought 
the analysts (from five cities) to the 
company, used a helicopter (bor- 
rowed from First Wisconsin National 
Bank of Milwaukee) to give them a 
bird’s-eye view of the company’s 
major 1960 auto expansion site at 
Kenosha, Wis. Following the air- 
tour, AMO brass reported that Ramb- 
ler and Kelvinator lines both were 
enjoying increased production and 
sales despite national steel shortages. 
(For the fiscal year ended September 
30, AMO earned $10.16 a share—be- 
fore a proposed three-for-one stock 
split, against $4.65 for the 1958 
fiscal year.) 


Happy Old Year 


As the nation’s bigger banks pre- 
pared to close the books on the most 
profitable year in their history, there 
was plenty of good news for share- 
holders in the form of stock dividends 
and year-end extras: 


@ The First National City Bank of 
New York (87 bid) plans a one-for-50 
stock dividend payable to holders of 
record January 14. It’s expected 
that cash dividends will be continued 
at the present annual rate of $3.00 a 
share on the increased number of 
shares. 


@® The Hanover Bank (5714) plans a 
one-for-eight stock dividend payable 
February 29 to holders of record 
January 29. It is anticipated that 
the regular annual dividend of $2.00 
a share will be continued on the larger 
capitalization. 
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@ The Philadelphia National Bank 
(42) declared an extra dividend of 20 
cents a share. PNB directors also 
are considering a boost in the regular 
quarterly dividend to 50 cents a 
share from 45 cents. 


@ Morgan Guaranty Trust Co. of 
New York (110) declared an extra of 
80 cents a share. The bank’s regular 
quarterly rate also is at 80 cents. 


@ The Boatmen’s National Bank of 
St. Louis (80) plans a one-for-eight 
stock dividend. The bank expects to 
continue the present $3.00 annual 
cash dividend on the increased num- 
ber of shares. 


@ The First Pennsylvania Banking & 
Trust Co. (51) declared an extra 
dividend of 10 cents, and also plans a 
5 per cent stock dividend payable 
February 16 to holders of record 
January 18. Thestock is on a regular 
dividend rate of $2.20 a year. 

@ Fidelity - Philadelphia Trust Co. 
(106) 1) declared a 60-cent extra, 2) 
hiked the regular annual dividend 
rate to $4.40 a share from $4.00, and 
3) proposed a two-for-one stock split. 
The split will be submitted for share- 
holder approval at Fidelity’s annual 
meeting January 22. 

@ The First National Bank in St. 
Louis (79) declared a cash extra of 90 
cents a share, and also plans a 10 per 
cent stock dividend payable to hold- 
ers of record January 12. Beginning 
February 29, the bank will pay quar- 
terly dividends of 75 cents a share 
(vs. 60 cents) and discontinue the 
present practice of paying extras. 





J. O. ELMER 
Consumer credit 


Dominant Element 


Cyclical variations in the composi- 
tion of the market for municipal 
bonds are primarily attributable to 
changes in the investment policy of 
commercial banks, according to an 
analysis released last month by the 
Investment Bankers _ Association. 
Next to individuals, commercial banks 
are the biggest buyers of municipals. 


’ 


“However,” says IBA, ‘‘their pur- 
chases tend to be concentrated heav- 
ily during those periods when the 
banks have large amounts of reserves 
available for investment, i.e., during 
easy money periods. Bank purchases 
of municipals tend to be cut back 
sharply during tight money periods, 
when the reserve position of the banks 
is restricted and the demand for busi- 
ness loans is great.” 


In & Out. During the _ recession 
year of 1954, for example, net bank 
purchases accounted for 40 per cent 
of the net increase in tax-exempt 
bonds outstanding. But the follow- 
ing year when business was expanding, 
such purchases accounted for only 3 
per cent of total net acquisitions. 


Concludes IBA: ‘‘Since the reserve 
position of the banking system is con- 
trolled by the Federal Reserve Board, 
the quantity of municipal bonds pur- 
chased by the banks is thus determin- 
ed, in a fairly direct manner, by the 
policy of the Federal Reserve. This 
fact does much to explain the sensi- 
tivity of the market to monetary 
policy.” 





FREDERICK L. FINNEGAN 
Chain store finance 


EXECUTIVES 


Changes of the Month 


@ Loring L. Gelbach, chairman of 
Central National Bank of Cleveland 
(assets: $587 million), was re-elected 
president to succeed Ben F. Hopkins, 
Jr., who resigned for reasons of 
health. Now 67, Mr. Gelbach had 
previously been president of the bank 
from 1945 to January of this year. 


@ William L. Butcher, 52, stepped up 
from president to chairman of The 
County Trust Co. ($472 million), 
which operates throughout New 
York’s suburban Westchester County, 
to succeed Dr. Joseph E. Hughes, who 
is retiring at 65. Mr. Butcher is in 
turn succeeded as president and chief 
administrative officer by young (38) 
John A. Kley, executive vice president 
since 1957. 


@ J. O. Elmer, 51, was elected senior 
vice president in charge of the con- 
sumer credit activities of American 
Trust Co. (page 5). Mr. Elmer joined 
the bank in 1929, has been in the re- 
tail end of the business since 1935. 


@ Ray H. Jordan, 54, has been elected 
executive vice president of J. C. 
Penney Co., big (first half sales: $599 
million), nationwide (1,618 stores) 
department store chain, and Frede- 
rick L. Finnegan was named vice 
president and director of finance. 
Both are new positions created in re- 
lation “to the company’s expanding 
consumer credit activities and other 
areas of growth.” 
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Investment management 
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at the least possible cost and with the least risk is a real problen 


If that is your problem, we would like to help you find the answer 
Candidly, we believe we can, because with 127 offices and 1,90( 
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INDUSTRIES, INCORPORATED 


Common Dividend No. 169 


A dividend of 62'2¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
December 15, 1959, to 
stockholders of record at 
close of business Novem- 
ber 27, 1959. 
C. ALLAN FEE, 

Vice President and Secretary 
November 6, 1959 
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@ Charles W. Buek was named first 
vice president and elected a trustee of 
United States Trust Co. of New York, 
which specializes in a big fiduciary 
and investment management business. 
Professional investor Buek is a former 
president of Bank Fiduciary Fund, 
the mutual investment company for 
smallish trust departments in New 
York State. 


@ Horace W. Brower, 59, was elected 
president of Transamerica Corp., the 
onetime bank holding company now 
primarily engaged in the insurance 
and realty business, to succeed Frank 
N. Belgrano, Jr., who died last month 
after a long, colorful career in West 
Coast banking. Mr. Brower is presi- 
dent of Occidental Life Insurance Co. 
of California, Transamerica’s major 
subsidiary. 


@ James J. Lee, 59, partner of W. E. 
Hutton & Co. in New York was 
elected president of the Investment 
Bankers Association of America at 
IBA’s annual convention this month. 
Originally, the late John C. Hagan, 
Jr., president of Richmond’s Mason- 
Hagan, Inc., had been nominated for 
the post. 


@ Brown Brothers Harriman & Co., 
commercial bankers and members of 
the New York Stock Exchange, an- 
nounced the admission of three new 
partners: Frank W. Hoch (foreign in- 
vestments), Lester J. Newquist (in- 
vestment research) and R. L. Ireland, 
III. The first two have been managers 
of the firm; Mr. Ireland formerly was 
a vice president of Chemical Bank 
New York Trust Co. 


@ Harold M. Sherman, Jr., 53, head 
of the internal organization and 
operations division of Morgan Guar- 
anty Trust Co. of New York, was 
elected a senior vice president. Prior 
to switching to operations in 1951, 
Mr. Sherman worked in the Middle 
Western division of Guaranty’s com- 
mercial banking department. 


SAVINGS 


Rediscovery 


Deposits in the nation’s 518 mutual 
savings banks dropped $187 million 
(to $34.7 billion) during October, the 
National Association of Mutual Sav- 
ings Banks reported last month. The 
deposit drop was the biggest on record 
(monthly figures were first compiled 
in mid-1947). Obvious cause of the 
big withdrawal: the Treasury’s Oc- 


tober issue of 5 per cent notes. 


Of course, the “magic fives’? drew 
down time deposits in commercial 
banks, too, but here the impact was 
proportionately smaller, due probably 
to the fact that rates are somewhat 
less of a factor in this area. 


Clearly a sizable segment of the 
general public had rediscovered the 
bond markets. In American Tele- 
phone & Telegraph Co.’s offering last 
month of $250 million non-convertible 
debentures at a price to yield 5.22 
per cent, orders from individuals in 
amounts from $1,000 to $5,000 re- 
portedly added up to a thumping $50 
million. 


FINANCIAL BRIEFS 


@ There’s a growing feeling among 
money market experts that the prime 
bank rate (now at 5 per cent) will go 
up again early next year. They look 
for an upsurge in business loan de- 
mand as steel users scramble to re- 
build inventories depleted during the 
strike. 


@ Bank of America and First Bank 
Stock Corp. announced the licensing 
of wholly-owned investment compan- 
ies to supply equity capital and long- 
term loans to small businesses. Other 
groups that have taken advantage of 
the Small Business Investment A t 
of 1958: The First National Bank of 
Boston; The Citizens & Southern 
National Bank; a group of member 
banks of the Dallas Clearing House; 
Tennessee Investors, a group of 40 
Tennessee banks; Commerce Trust 
Co.; The Franklin National Bank of 
Long Island. 


@ For the year ended October 31, 
Bank of Montreal rang up net earn- 
ings of $12.2 million (or $2.01 a share), 
compared with $10.4 million in fiscal 
1958. The Bank of Nova Scotia re- 
ports net profits of $5.9 million ($2.73 
a share), up from $5.2 million. 


@ A fellowship fund has been estab- 
lished in honor of money market au- 
thority Mareus Nadler (New York 
University, The Hanover Bank, Tex- 
aco, Inc.). The Marcus Nadler Fel- 
lowships will afford outstanding stu- 
dents an opportunity for advanced 
study in economics and business ad- 
ministration. 

@ Instalment credit outstanding shot 
up in October to a record $38.4 bil- 
lion, $5.2 billion above a year earlier. 
The October rise of $512 million was 
the biggest this year. 
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HOW TO USE DUPLI-CHECK: 


2. M 
1. Insert separator form under checks and copy sheet he aut checks 


3. Tear out checks (note exact duplication copy sheet) 4. Slip copy sheet under protective flap 


"NCR PAPER inspired this new ‘DUPLI- CHECK’ BOOK 


...saves more than its cost every six months.” 
THE MERCHANTS NATIONAL BANK OF BOSTON, MASS. 


“We use NCR Paper for many forms at The Mer- its yearly cost every six months through time saved 
‘ chants. We have extended its usefulness one step and increased efficiency, thus returning about 200% 
further—and created a special carbonless check for on our investment.” 
the convenience of our customers. We call the new 
book Dupli-Check. ¢ i 
“By ae an accurate record of all checks hyde a Y He. 
written, our Dupli-Check Book helps depositors — 


keep detailed records of such transactions. It helps The Merchants National Bank of Boston 
us save money by eliminating accounting problems 
that often arise from inaccurate depositor records. 

“Using NCR Paper for our Dupli-Check has im- 


ee sethvoly vaisaecggeon terete conhgentnie NCR PAPER 
ASK YOUR LOCAL PRINTER OR FORMS SUPPLIER ABOUT NCR PAPER ELIMINATES 


rg 


ANOTHER PRODUCT OF wise CARBON PAPER 
THE NATIONAL CASH REGISTER COMPANY, payron 9, OHIO i} 


1039 OFFICES IN 121 COUNTRIES * 75 YEARS OF HELPING BUSINESS SAVE MONEY 
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modern banking 
requires 
modern protection! 


The fundamentals of locking a door are 
the same today as they were a 
hundred years ago. Only the 
techniques and devices have changed. 
Modern bank protection involves 

much more than locks — 

no matter how perfect. 

In supplying blanket bonds and other types of 
insurance to fill this need we offer a 

broad and intimate knowledge of modern 
protection plus the ability to meet individual requirements. 


For complete protection insist on Federal coverage. 


Se 


FEDERAL INSURANCE COMPANY 


into which has been merged 


: 


THE UNITED STATES GUARANTEE COMPANY 


CHUBB & SON INC., Manoger 


90 John Street, New York 38, N.Y. 
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‘Washington Report . 


Correspondent: Helmuth Bay 
NATIONAL PRESS BLDG., RM. 1104 
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| Some big banking issues are shaping up for the new session of Congress, 
starting next month: 

Interest rates head the list. The President is determined to fight for 
removal of the 4-1/4 per cent rate ceiling on new Treasury bond issues. Election— 
year politics will mess things up, but eventually the ceiling probably will be 
raised. The financial community will have to work hard on this one. 

Bank mergers via asset acquisition may be regulated if Congress can 
agree on which agency should have the final say-—so over such mergers. The 
Robertson bill, passed by the Senate and supported by ABA, would vest the final 
authority in the Federal bank supervisory agencies; but liberals are holding 
out for the Celler version, which would, in effect, give the Justice Dept. 
jurisdiction over all™bank mergers. 


Self-employed pensions on a tax-free basis, already approved by the 
House, stand a 50-50 chance in the Senate next year. ABA backs the principles 
of this legislation, but wants it changed to give clear approval to the use of 
common trust funds in the investment of such funds. 

ABA's "tax equality" bill" appears a rather forlorn hope at this time. 
For one thing, the savings banks and S&Ls have a lot of friends on Capitol Hill. 
For another, lawmakers are impressed by the generally excellent earnings of 
commercial banks at present and in prospect. Significantly, perhaps, the 
powerful U.S. Chamber of Commerce, which has a big commercial banker membership 
last month declined to take a stand on the subject. 





Don’t expect any real easing in the money market as a result of the 
Federal Reserve Board action permitting member banks to count part of their 
vault cash for reserve purposes. 

To be sure, the move frees about $230 million. But the Fed would be 
supplying additional reserves to meet seasonal demands right now anyway. 

¢ Says the Fed: "No change in the system’s general monetary or credit 
policy is involved." 

Country banks are the main beneficiaries of this month’s action: Of 
the $230 million freed, $160 million is outside the big cities. 

The reserve requirements revision enacted by Congress this year 
authorizes the Fed to permit member banks to count part or all of their vault 
cash as required reserves. Since total vault cash held by member banks 
averages around $2.2 billion, this means an additional $2 billion may be freed 

& s in the future, probably in slow stages. 


The World Bank made two loans totaling $44 million to assist in the 
modernization and expansion programs of the two biggest steel companies in 
Japan (page 22). Private banks in the U.S. are participating in both loans. 
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LEASE FINANCING 
OPENS NEW FRONTIERS 


But the Same Old Principles Stand Guard 


The increasing use of this lending technique, if it is supported by adequate 
charges and the loans involved are dealt with realistically, will, in the 
opinion of this veteran observer, lead to more instalment lending to busi- 


ness for all purposes. 


N ARTICLE which appeared in 
the October 15, 1958* issue of 
BANKERS MONTHLY carried 

the accurately descriptive title, ‘“Leas- 
ing Is Lending.” It is the purpose 
of this contribution to round out that 
discussion by adding the thought that 
leasing is also borrowing, and to sug- 
gest that lease financing may well 
prove to have been the first step in an 
important new development in the 
extension of business credit. 


Said the previous article, “Any 
leasing arrangement that is entered 
into for the purpose of financing the 
purchase of anything is a loan, and 
bankers must so regard it, whether 
they are considering it from the 
standpoint of the adequacy of the se- 
curity offered, the rates and terms ap- 
plicable, or the moral and other haz- 
ards involved.” It is only extending 
that theme to say that a lease is just 
as surely a commitment to pay a fixed 
sum of money at fixed intervals of 
time as any debenture that was ever 
struck off and executed. 

With the passing of time, lease 
financing has assumed an ever more 
important role as an instalment fi- 
nancing technique. It has, in fact, 
become the most important develop- 


*Authored by Mr. Cone 
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Vice President, LaSalle National Bank, Chicago, Ill. 


ment in that field since Arthur Morris 
invented the so-called personal loan 
system, although its use is very large- 
ly confined to business credits. Many 
of our major corporations have turned 
to it over the past few years, and a 
steadily increasing number of the na- 
tion’s commercial banks are joining 
the ranks of those engaging in this 
type of lending. 


Basic Policies the Same 


To review a bit of what has gone 
before, lease-financing is a far-flung 
business and covers a wide range of 
transactions which may involve the 
purchase of anything from a desk or 
typewriter to the largest pieces of 
equipment or the largest of buildings. 
Since leasing in the sense in which the 
term is here employed is a way of 
lending, it is, or should be, governed 
by much the same general policies as 
those which apply to orthodox lending 
practices. Rules governing proced- 
ures must, of course, be adapted to 
the special needs of the leasing ar- 
rangement, but basic policies remain 
the same. 

One type of lessor company is 
really a broker whose function it is to 
bring together the equipment sought 
by his principal and the funds with 


which to finance its purchase. While 
they have entree to the sources of 
supply of both the equipment and 
money involved, it is too often the case 
that, by ordinarily accepted standards, 
the liabilities assumed by such com- 
panies are considerably out of line with 
their net worth. The bank in this situa- 
tion must accordingly place its prin- 
cipal reliance on the credit of the 
lessee and the value of the equipment 
in question. 


One of the inconsistencies found in 
the leasing business lies in the fact 
that the banker frequently finds that 
the amount advanced for the pur- 
chase of a piece of equipment in these 
circumstances is substantially in ex- 
cess of the amount it would have ad- 
vanced directly to the same borrower 
for the outright purchase of the same 
item. It should be added, however, 
that there are many highly rated 
companies which could readily ob- 
tain a bank loan in the full amount of 
the cost of the equipment purchased, 
and the foregoing certainly does not 
apply to banks who confine their 
lease-financing operations to borrow- 
ers falling into this category. 


It is almost universally the case 
that the amount the lessee is required 
to pay under the terms of this type of 
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lease is sufficient, and sometimes by a 
substantial margin, to retire in full the 
advance made by the bank. And, 
however thin it might be, the support 
given the transaction by the lessor 
company does have some substance, 
and could readily prove helpful in the 
event of difficulty. The advance, for 
example, is often based on the note of 
the lessor company secured by a chat- 
tel mortgage and an assignment of the 
lease. 


A type of leasing found more pre- 
dominantly in the financing of motor 
vehicles provides for the maintenance 
of the equipment, and the portion of 
the payments that is allocated to the 
financing agency is insufficient to 
liquidate in full the amount advanced. 
The danger in this type of lease is that 
it may cause the bank to place exces- 
sive reliance on the residual value of 
the equipment or the responsibility of 
the lessor. The bank, in other words, 
may find itself at the termination of 
the lease with a slow loan in the form 
of an obligation of the lessor secured 
by a chattel mortgage on the equip- 
ment. 


Difficult to Forecast Values 


Generally speaking, leases of this 
type run from one to two years. 
Although we have seen the time when 
it proved impossible to forecast values 
for a period of even one year, it is 
quite feasible as a general proposition 
to attempt to do so. It is exceeding- 
ly dangerous, however, to depend to 
any considerable extent upon an esti- 
mate of what the value of an automo- 
tive vehicle will be over a longer per- 
iod, and whenever it is necessary 
to do so it becomes increasingly im- 
portant to arrive at an accurate ap- 
praisal of the responsibility of the 
lessor company. 


Maintenance costs, moreover, have 
a way of creeping up, and it may well 
be the case that payments over the 
longer term will have proved to be 
insufficient to fully meet both the 
maintenance and amortization needs 
of the loan. A possible corrective 
measure would be to insert something 
in the nature of an escalator clause 
that would gear the allocation of 
funds for maintenance purposes to 
the prevailing costs of labor and 
materials. 


Whether the practice of lease- 
financing has proved, on the whole, to 
be really advantageous to all concern- 
ed in terms of the net results achieved, 


16 





KEITH G. CONE 


it is still a little too early tosay. The 
longer history of the last mentioned 
type, however, along with the rela- 
tively high degree of marketability 
that characterizes the vehicles and 
other equipment involved, has made 
it possible to arrive at a fairly accurate 
appraisal of the record. 


This record clearly indicates that 
the leasing of automobiles has re- 
ceived much encouragement from 
dealers who labored under the mis- 
taken impression that leasing was 
rather a painless method of selling. 
The inevitable consequence has been 
that the lessor has taken some losses 
and the banker involved has had a cor- 
respondingly difficult time of it. So 
it seems appropriate to again point 
out with all possible emphasis that 
credit extended for the purpose of 
financing the purchase of equipment 
under a leasing arrangement is basic- 
ally and fundamentally the same as 
credit extended for the purpose of 
financing a direct purchase of that 
equipment. 


A sometimes alleged but always 
doubtful advantage of lease-financing 
is that it makes it possible in theory 
to avoid a considerable amount of in- 
vestment in capital goods and to 
achieve a commensurate reduction in 
the amount of indebtedness that 
would otherwise be incurred in pur- 
chasing them. If, however, the lease 
is properly drawn, it will be found to 
constitute an obligation that is fully 
as binding as a chattel mortgage or 
conditional sales contract, with the 
possible exception that it might not 


be so construed in bankruptcy or re- 
ceivership proceedings. To classify 
the commitments thus assumed as 
anything other than a debt actually 
amounts to a distortion of fact, and 
that distortion becomes more signi- 
ficant as the amount grows larger and 
the terms become more and more ex- 
tended. 

This aspect of lease-financing is 
causing increasing concern in financial 
circles. Among those who have de- 
voted considerable time and study to 
the questions raised in this connection 
is the American Institute of Accoun- 
tants. It has not, however, so far as 
the writer has been able to ascertain, 
arrived at a conclusion that would be 
acceptable to all parties concerned. 
The problem is one of finding a way 
to so express the lease obligation as 
to reflect the precise nature and ex- 
tent of its effect upon the financial 
responsibility of the borrower. 


Commitment to Pay Is a Debt 


There can be no doubt that a com- 
mitment to pay $50,000 in rentals in 
instalments over a period of five years 
is a debt, although it is not to be 
treated as belonging to the same cate- 
gory as a conventional short-term ob- 
ligation. It would seem that the leas- 
ing companies, certified public ac- 
countants, and the bankers might well 
engage in a joint effort to work out 
the many troublesome phases of this 
problem. 

In the event of failure to arrive at 
some mutually satisfactory solution, 
the country’s bankers may find it nec- 
essary to take matters into their own 
hands, and to insist that companies 
having lease-financing obligations deal 
with them in accordance with the 
principles that obtain in the case of 
companies employing conventional 
borrowing methods. If neither course 
is pursued, developments may follow 
the historic pattern of trial and error. 
Bankers are not infallible, and if 
enough of them misread and misinter- 
pret borrowers’ statements, there will 
be a sufficient number of unfortunate 
experiences to cause the banking in- 
dustry as a whole to look with dis- 
favor on lease-financing in general. 


Aside from the accounting and 
credit aspects of lease-financing, there 
are indications that potential lessees 
and banks the country over are giving 
the overall subject a critical appraisal. 
This is not to imply that leasing is 
being subjected to a real attack, but 
there is reason to believe that some- 


BANKERS MONTHLY 


December 15, 1959 


A warm 


and friendly wish 


of cheer 
for Christmas 
and the coming year! 


The First National Bank 
of Chicago 


Dearborn, Monroe & Clark Streets 
Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








thing in the nature of a shake-down 
period lies somewhere in the offing. 
As is always the case, such a period of 
close scruitiny will bring real benefit 
to those who are able to withstand it; 
and, needless to say, it is more likely 
to be helpful than otherwise to those 
whose present benefits are more 
fancied than real. 


There are wide differences of opin- 
ion with reference to the rates that 
may properly be charged for lease- 
financing accommodations, and there 
is relatively little uniformity in those 
actually prevailing throughout the 


country. This question has been too 
largely approached from the view- 
point of the commercial loan officer, 


with the result that the lease-support- 


ed loan is treated as a conventional 
commercial credit rather than the in- 
stalment commercial loan that it 
really is. 


Those following this course have ap- 
parently lost sight of the fact that 
there is a wide divergence in the actual 
cost of administering these respective 
categories. Commercial credit, in most 
instances, is supported by balances re- 
presenting at least a part of the bor- 
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rower’s cash reserves, while this is 
rarely if ever the case in situations 
involving the use of lease-financing. 
And, although there is no essential 
difference between the procedures em- 
ployed in putting the two types of 
credit on the books, the considerably 
closer supervision required by the 
latter throughout the term of the 
loan makes it just that much more 
costly. 

Whatever the nature of the credit 
and however basically sound it may 
be, if it assumes the form of an instal- 
ment loan secured by a long or short- 
term lease, no bank can handle it 
without incurring additional risk and 
cost in the process, and the rate 
charged should be fixed accordingly. 
To charge even a prime-rate company 
a lease-financing rate that is only 
fractional points over the prime rate is 
not being realistic in view of all the 
circumstances bearing on cost and in- 
come that surround this type of credit. 


It may be assumed that the inad- 
equate rate structures established by 
some lending institutions will in due 
course be reflected in their earnings 
figures; and to the extent that this 
should prove to be the case these 
figures and the unfavorable conclu- 
sions drawn from them are likely to 
become known to an ever widening 
circle of bankers, with a deterrent 
effect on the use of leases in the exten- 
sion of credit. To permit this to hap- 
pen would be to deal unfairly with 
what is an essentially wholesome and 
constructive development in the field 
of bank lending. 


Method Is Here to Stay 


For what is said in the foregoing 
about the less favorable aspects of 
lease-financing is to be taken only as 
a word of caution. This method of 
extending credit is here to stay, and it 
only remains for borrower and lender 
alike to see to it that they are not car- 
ried away from time-honored prin- 
ciples in the use they are making of 
this new technique. The greatest 
pains must be taken to rule out those 
applicants who see in it nothing but a 
way to make an easy dollar by circum- 
venting established methods of buy- 
ing and selling vehicles and other 
equipment. A sound credit and rate 
policy applied to sound situations will 
be sure to yield satisfactory results. 

We have in lease-financing a first 
step in the transition of our methods 
of financing the needs of business that 

(Continued on page 35) 
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Skyrocketing money market rates and declining bond prices are heralding end 
of the most turbulent year on record for the markets in prime debt obligations. 

A combination of powerful forces is ushering out the old year to the same 
tune by which it entered: (1) rapidly climbing business activity following suspen- 
sion of the steel strike has generated new demand for bank credit; (2) prospects 
of a federal deficit of at least $1 billion and perhaps much more for the current 
fiscal year ending next June 30; (3) seasonal buildup in bank loans as merchants 
build inventories; (4) a_ heavy calendar of new tax-exempt and corporate offerings. 








Consequently, in early December the 9l—day Treasury bill rate rose to 
heights never reached since bills were originally issued in 1933 and the 6-month 
bill rate rose to more than 5 per cent (on an investment yield basis). Continued 
increases in the twin bill rates are anticipated not only because of seasonal 
forces but because of anticipated credit stringency into the next year. 

Meanwhile, the intermediate, 3 to 5 year sector of the government market 
has been hard hit by (1) a_tremendous concentration of new Treasury financing in 
this area over recent months and (2) pressure of bank selling of notes to make 
room for loans. Yields are gradually edging back to and above 5 per cent. Unable 
to sell any obligations maturing in more than 5 years because of the 4-1/4 interest 
rate ceiling Congress refused to lift, the debt managers marketed about $10 billion 
of notes in the second six months of 1959. Obviously, there is an outer limit to 
this type of financing. Not only will buyers disappear as their maturity needs in 
the 1962-64 area are saturated, but such a great enlargement of the note supply can 
intensify acute debt management problems in nearby years. 

Most uneventful section of the government market has been the long-term 
maturity area. Long-term yields again are persisting upward after drifting ina 
narrow range since midyear. Thinness and inactivity have characterized trading 
in long-—terms and yields are unrealistic because of the market’s lack of breadth 
and depth. Absence of new issues (because of the 4-1/4 per cent interest ceiling) 
and deep discounts at which many current issues are selling (which has caused re-— 
luctance to sell except for tax purposes) account for this situation. Prices of 
long-term Treasury's appear under pressure whether or not the rate ceiling is 
lifted in the next session of Congress. The yield spread between Treasury's and 
top-rated corporates was unusually wide in early December at about 50 basis points 
between AAA-rated corporates and longest—term governments. This wide gap, and 
pressure of heavy forthcoming supply of new tax-exempt and corporate obligations 


suggest that long-term Treasury yields may move considerably upward. 


The busy Treasury plans to greet the New Year by announcing a cash financ— 
ing in perhaps the first week of January. A second cash financing also may be 
planned for next month. Size of the cash borrowings will depend largely on the 
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volume of attrition estimated for the big February refunding of $11.5 billion 
3-3/4 per cent certificates due February 15 ($5.6 billion are publicly held). 

Another challenging feature to the market in early 1960 will be the refund— 
ing that must be completed for $2 billion special bills due January 15. This will 
be the Treasury’s first refunding in the new one-year bill cycle. Another auction 
of one-year bills will be held at that time, but the amount offered may or may not 
total $2 billion. In the 1960 refunding of these bills and subsequent one-year 
offerings of new bills every three months the Treasury will not have the advantage 
of tax and loan account support that powerfully facilitated their initial sale. 

The Treasury’s cash surplus in the first six months of 1959 may total as 
much as $6 billion, but any easing effect this may have may be more than offset 
by corporation selling of bills as the business recovery makes inroads on their 
liquidity. Moreover, aggregate state and municipal and private demand for funds, 
ranging from money market loans to long-term mortgages, is expected to be tremen-— 
dous. All the while, loan-—deposit ratios of many banks in major centers are at 
the highest levels in years and bank reserves remain under constant pressure. 

The 1961 budget, which will be submitted by the President to Congress in 
January, is expected to call for a surplus, but it is doubtful if this will affect 
market psychology. Large investors seem well aware of stern warnings recently 
sounded by a top Washington fiscal official. He pointed out that the real total 
national debt ($290 billion current debt plus total future commitments on programs 
already approved that cover obligations incurred in past years) ranges between $650 
and $750 billion. He asserted that even if the next session of Congress votes no 
new spending bills and holds the line on all current programs, 1961 outlays will 
still rise by $2.5 billion because of the swelling tide of CODs coming due in 
future years; and the amount will ‘increase in each succeeding year, he added. 
Annual interest cost on the debt now has soared over $9 billion, he commented. 
Significance: heavy government needs for funds, combined with other public and 
private demands in a time of economic boom, assure prolongation of the cycle of 
high and rising interest rates. 

Federal Reserve policy has remained stationary since the outbreak of the 
steel strike, and the authorities are holding to a neutral position of credit 
restraint (established before the strike) whereby net borrowed reserves have been 
averaging from $400 to $500 million. 


Tax-exempt bond yields are rising inexorably once more. The supply of 
bonds in the secondary market has been large (unsold inventories recently exceeded 
$300 million) and a very heavy calendar of offerings is building up for the new 
year. Total state and municipal offerings in the first 10 months of 1959 reached 
a record of $6.7 billion despite rising interest costs and volume for the entire 
year should exceed last year’s peak of $7.4 billion. Although yields are the high- 
est since 1935 and still increasing, 1960’s volume of tax-exempt offerings should 
reach still another new record high. Among larger issues scheduled for December 
marketing were the $66.8 million New Jerseys. 

Agreement that capital spending by corporations will be very heavy in 1960 
suggests that offerings of new corporate bonds will rise well above 1959 levels. 
This is contributing to an upward trend in yields that does not appear about to 
end. Liberal pricing is required to guarantee success of new issues. Consolidated 
Edison’s recent AA-rated $75 million 5-1/4 issue met a cool reception although 
yield to maturity was 5.15 per cent. Other major market tests that loom: $30 
million Bell Telephone of Pennsylvania debentures, $25 million Natural Gas Power 
and Light mortgages and $11 million Public Service of New Mexico mortgages. 
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Special Report— 


JAPAN’S AMAZING 
BUSINESS & BANKING COMEBACK 


Since 1950 Japan has achieved an eco- 
nomic resurgence unequaled in the world. 
On what has this upsurge been based? 
What has been the role of Japan’s com- 
mercial banks? Its central bank? Its finan- 


cial markets? 


How does the Japanese banking and 
financial system differ from our own? And 


OURTEEN YEARS ago the thunder- 
ing hell of two atomic bombs 
brought a beaten, shattered 

Japan to her knees. Gone were 
dreams of empire and glory. 

Asia’s most powerful economy had 
broken down completely. The finan- 
cial system was a shambles. Living 
standards were barely at subsistence 
levels. Industrial centers had disap- 
peared from the face of the earth. 
Tokyo was obliterated. 


Is 14 yearsalong time? Japan for- 
got the war and looked to the future 
in August 1945. A nation went to 
work. 

Today, laughter and happiness are 
written across the face of a_ throb- 
bing, prosperous Japan. Here is a 
country, thriving on around-the-clock 
work and self restraint, that has al- 
most tripled gross national product 
in the 1950s and seems certain to 
double GNP over the next decade. 
Industrial production has soared by 
80 per cent in the past four years and 
is continuing upward at an _ unre- 
strained pace. 


The years since 1950 have brought 
an economic recovery and resurgence 
never before achieved in the world, 
one which has surpassed even the 
much-publicized German comeback. 


Growth Without Inflation. Since 
1951 total bank loans have quintupled 
and have often exceeded total bank 
deposits. Money supply has quad- 
rupled. Inflation? In 1952 a new 
wholesale price index was initiated, 
based on 1952 wholesale prices of 100. 
In August 1959 this index was 99.7. 
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what special problems does it face? 
Following are answers to these and re- 
lated questions, based on first hand inter- 
views with top bankers in Tokyo by Wil- 
liam B. Hummer, contributing editor of 


BANKERS MONTHLY and a partner in the 


The Tokyo retail price index, also 
based on a 1952 level of 100, read 
103.1 last September. 


Behind this amazing record lies a 
story of feverish work, frugality, 
twelve successive years of balanced 
budgets and monetary restraint—all 
superimposed on a people whose in- 
nate technical skills extend to all 
areas of industry and commerce. 


A journey through Tokyo, world’s 
largest city with a population of nine 
million, tells the story of the past 14 
years at a glance. Everywhere there 
is hectic fervor to get things done. 
Large retail department stores are 
overflowing with a wide variety of 
high quality goods. Buildings are 
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going up everywhere. Old structures 
are being modernized and enlarged. 
New factories are being built. Old 
establishments are being expanded. 
Long working days and seven-day 
weeks are not uncommon to many 
Japanese, particularly self-employed. 
The bustle of Tokyo is accompanied 
by vitality and smiling faces aglow 
with activity, which enliven the at- 
mosphere of the metropolis of the 
Orient. 


What are some of the qualities that 
account for the Japanese resurgence? 
In this country of 92 million, the lit- 
eracy rate is 98 per cent, highest in 
the world. Mass circulation news- 
papers are distributed thoroughly 
through the country. Public trans- 
portation is the most efficient in the 
world: trains in Japan leave and ar- 
rive on schedule to the second. Such 
clockwork precision applies to small- 
er and larger industries. The com- 
munications system is developed to a 
very high level. 


Technical skills abound. Japanese 
talent for all kinds of exacting work is 
equalled by ability to organize effi- 
ciently production and distribution. 
Moreover, while a shortage of skilled 
labor exists in many U. S. and Euro- 
pean industries, a bountiful supply of 
highly trained manpower is found in 
Japan. Although unemployment is 
not high, underemployment—or less 
than full utilization of a worker’s tal- 
ents and time—is a common denomi- 
nator of the Japanese industrial scene. 


This has been a powerful factor in 
the country’s stable wage pattern, 
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and has largely accounted for ab- 
sence of ‘‘cost-push”’ inflation. Mean- 
while, self-restraint on the part of the 
Japanese consumer has prevented a 
“demand-pull” inflation from devel- 
oping. 

The Key. There have been many 
economic reasons for the startling up- 
surge in gross national product over 
the past decade, but a principal fac- 
tor has been aggressive investment 
and expansion by business. This has 
been financed largely by savings of 
the people. Annual savings have 
averaged an astounding 20 to 30 per 
cent of gross national product since 
the war. 

To appreciate the level at which the 
Japanese economy is operating to- 
day and to understand the money and 
credit structure of the country, it is 
necessary to trace developments since 
1945. Japan’s rebuilding task was 
vast after surrender papers were sign- 
ed on the USS Missouri. 


More than 45 per cent of industrial 
plant and equipment had been wiped 
out and production had plummeted 
to 30 per cent of the prewar level. 
Territorially, 40 per cent of what had 
been considered Japanese country be- 
fore the war was stripped away. 


The years 1945-51 marked the re- 
covery and rehabilitation phase for 
Japan. Partly due to U.S. aid of $2 
billion in this period, reconstruction 
proceeded swiftly. Industrial produc- 
tion reached its prewar level in 1951 
and the standard of living returned 
to prewar conditions by 1953. Dur- 
ing this rebuilding period, gross na- 
tional product increased each year by 
an average of 12 per cent. 

Since 1952 Japan has been in a 
period of resurgence and expansion 
into a new economic era. In 1956, 


gross national product increased by 
13.5 per cent, in 1957 by 11.0 per 
cent and in 1958 by 12.5 per cent. 
These are tremendous strides for- 
ward. Aggressive investment and a 
spirit of enterprise have characterized 
the 1952-59 period. Modernization 
of existing industrial facilities and en- 
largement of plants has been closely 
linked to development of important 
new industries such as electronics, 
synthetic textiles and petro-chemicals. 


Although spectacular, -Japan’s 
growth over the past 14 years has not 
been stable. Immediately after the 
war, and during the Korean conflict 
in 1953, there was sharp but short- 
lived inflation. In 1957, there was a 
foreign exchange crisis which was 
soon resolved. Sharp fluctuations in 
activity have raised determination of 
Japan’s money managers to stabilize 
conditions, in the future, and steps 
are underway to check undue expan- 
sion of what is believed to be a cur- 
rent ‘“‘overheated’”’ economy. 


Loans vs. Liquidity. To finance 
Japan’s expansion, the banking sy- 
stem has consistently been under in- 
tense pressure and liquidity has been 
sacrificed for the sake of tremendous 
increases in loan volume. Illiquidity 
is partly reflected by a high ratio of 
currency to deposits in total money 
supply. 

No more intriguing tale can be 
found in the annals of finance than 
the story of money and credit policy 
and the Japanese banking system 
since the end of the war. 

Japan’s banking system is centered 
on the Bank of Japan, the central 
bank which was established in 1882. 
It is the sole note-issue bank. Busi- 
ness is carried out at the head office 
in Tokyo, in 30 branches, 14 local 


offices and many agencies throughout 
the country. 


There are 82 “ordinary” or com- 


mercial banks in Japan. Thirteen 
large city banks dominate. They 
have extensive branch facilities 
throughout the country. Deposits 


and loans of these large city banks are 
far greater than the regional local 
banks, with a combined total repre- 
senting 65 per cent of deposits, 66 per 
cent of loans and 61 per cent of secur- 
ity holdings of all commercial banks. 


Additionally, the Japanese financial 
system includes numerous special 
lending institutions which have been 
set up for specific reasons. Among 
these are long-term credit banks, 
mutual loan and savings banks, ag- 
ricultural credit cooperatives and an 
array of government financial institu- 
tions that provide credit facilities for 
special reasons and purposes. To- 
gether with insurance companies, call 
brokers and securities dealers, as well 
as commercial banks, these institu- 
tions comprise the fabric of the Japa- 
nese financial economy. 


Financial Backbone. Commercial 
banks play by far the dominant role. 
For example, of all deposits held by 
all institutions, including insurance 
companies, banks hold about 60 per 
cent. Banks also have extended about 
60 per cent of all loans outstanding in 
Japan and they hold about one-half 
of all securities owned by financial in- 
stitutions. 


Japan’s national income, although 
rising spectacularly for the past ten 
years, is low by Western standards 
and development of securities markets 
has been slow because of a relatively 
limited accumulation of capital. There- 
fore, since the war corporations have 
been forced to rely almost entirely on 





ASSET STRUCTURE OF ALL JAPANESE BANKS 


(Billions of Yen) 





SECURITIES BILLS LOANS DEPOSITS 
DISC. 

~ Aa " i | Export 
End Local Corp. Bank Public Stocks Loans Ad- Loans 
of Total Gov't Gov't Deben- Deben- Corp. & Cthers Total Total on vance on Over- Total 
Year Bonds Bonds! tures tures Deb. Shares Bills Bills Deeds drafts 
1946 | 58,899 49,037, 299 5,869 1,006 2,688 7,735 138,671 1,583) 144,868 
1951 | 175,926 37,808 447) 125,028 12,529 111) 523,074 994,738 909,572.54,260) 71,957 12,002) 1,506,308 
1954 | 404,035 |46,674'18,639| 294,574 117,272; 24,550) 39,884) 4,262, 976,737, 1,866,776 1,592,064 48,093, 257,019|17,692| 3,036,687 


1955 | 518,745 64,781|29,764) 364,741 153,246) 42,056, 55,234) 4,224) 1,103,562, 2,040,067) 1,716,460/48,421 303,990 19,617) 3,724,382 
1956 | 659,067 |52,539,55,575, 448,716 182,876 71,522) 96,867, 5,367 1,354,319) 2,647,534 2,245,726|45,693 356,479 45,328) 4,764,265 
1957 | 795,803 49,817|77,267| 540,811 202,885'103,927, 120,408) 7,498) 1,592,228 3,363,133) 2,848,014 56,839) 471,510 43,608 5,504,847 
1958 | 972,054 45,634.85,479| 691,768 287,944|126,651| 141,873) 7,299) 1,734,126) 4,022,903) 3,372,661|/47,766 604,096\46,145)| 6,484,025 
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loans from banks for not only short- 
term credit needs and working capital, 
but also for plant and equipment and 
other capital requirements. 


Since capital requirements for ex- 
pansion have consistently exceeded 
savings of companies and individuals 
by a wide margin over the past 14 
years, growth of the economy has been 
accompanied by spectacular increases 
in bank credit. At many times in the 
postwar period, the loan-deposit ratio 
of the Japanese banking system has 
exceeded 100 per cent (known as 
“overloaned” in Japanese parlance). 
This, of course, implies complete de- 
pendence on credit from the Bank of 
Japan, and has been a high price to 
pay for economic gains since dislo- 
cations in the financial structure of 
the country have resulted. 


The Reasons. In considering the 
overloaned position of Japanese banks, 
however, it should be emphasized that 
basic peculiarities of the financial 
system account for this phenomenon. 
Inasmuch as development of the cap- 
ital markets (particularly the corpo- 
rate bond market) is much more re- 
stricted, savings tend to flow into time 
deposits rather than directly into 
stock and bond holdings. Time de- 
posits, in fact, comprise about 55 per 
cent of all deposits of Japanese banks. 


Also, due to sharp inflation in a 
brief period just after the war, re- 
building of the capital markets was 
delayed and corporations developed 
the habit of relying more and more on 
bank borrowings. 

Still another reason for “‘over-loans”’ 
has been the government finance 
picture in Japan. Practically speaking, 
the government of Japan has no debt 
and therefore no obligations to be re- 
tired. This has resulted from a long 
series of balanced budgets and no 
military or foreign aid burdens. Last 
August the national debt totaled 
slightly more than $3 billion of which 
about 40 per cent was represented by 
long-term government bonds, 10 per 
cent by bonds in foreign currency and 
most of the remainder in short-term 
bills. 


In recent years, the government has 
registered surpluses regularly. When 
Treasury accounts show net receipts, 
the government account at the Bank 
of Japan is increased proportionately 
and bank borrowings from the Bank 
of Japan expand almost instantan- 
eously. Japan has no means whereby 
the Treasury surplus may be restored 
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to the money market by redeeming 
long or short-term government ob- 
ligations. 


Even though special circumstances 
explain Japanese banking’s high loan- 
deposit ratio, the overloaned situation 
which has been described does, of 
course, imply a severe lack of liquidity 
and flexibility, and this remains a 
source of concern to the central bank- 
ers. 


Rise of Restraint. Monetary pol- 
icy has played an increasingly im- 
portant role in helping to rein and 
stabilize the churning Japanese econ- 
omy. Direct controls and U. S. aid 
were chief factors in preventing in- 
stability in the late 1940s. Over the 
past decade, however, monetary pol- 
icy has become steadily more effective. 


A restrictive central bank program 
was first instituted in 1953. This was 
comparable to the “revival of mone- 
tary policy’? that came about in the 
U. S., Great Britain and other West- 
ern countries in the early 1950s, when 
the need for classical credit restraint 
was recognized. Orthodox methods of 
monetary restraint could not be in- 
stituted abruptly, however, when the 
banking system’s loans exceeded de- 
posits. Instead, controls have been ex- 
tended gradually. 


The first real effect of monetary 
policy came after an intensive credit 
tightening in 1957, and provides an 
important clue to what lies ahead 
over future years. 

The 1957 clampdown stemmed from 
a foreign exchange crisis that afflicted 
Japan from spring through summer of 
that year. From 1955, the economy 
had developed at a high rate with 
credit expansion a mainspring in the 
upturn; but after mid-1956, existing 
plant and equipment capacity failed 
to meet rising demand. Prices for 
capital goods rose. Imports increased 
sharply and money began to tighten. 
Foreign exchange reserves dipped. To 
meet the situation, the bank rate was 
raised by 1.1 per cent. This was ac- 
companied by moral suasion, and the 
easy going attitude of commercial 
banks in relying upon Bank of Japan 
borrowings was criticized. 

Interest rates on commercial loans 
were raised and there was a slacken- 
ing in the rate of business expansion 
as loans became more difficult to ob- 
tain. Money supply declined and 
business liquidity zoomed downward. 
Time deposits increased. Japan en- 
tered a shortlived recession, but suc- 


ceeded in reducing wholesale prices 
sharply and emerged from its foreign 
exchange crisis brilliantly. Stability of 
prices has prevailed since, and the 
country’s foreign exchange reserves 
have been built up to higher and 
higher record levels. 


New Crackdown. But early this 
year officials took note of a new boom 
roaring across Japan. Typhoon warn- 
ings are up, and another crackdown 
on over-rapid credit expansion is 
underway. The current discount rate 
is 6.94 per cent, but increases may be 
imminent if the boom continues at its 
current pace. The economy’s recent 
upturn has been very sharp. Industrial 
production in August climbed to 178.6 
per cent of the 1955 base of 100. Only 
one year earlier, this index had been 
140.2 per cent. The upcurve of busi- 
ness has generated a rapid expansion 
in bank credit over recent months. 


Japan’s central bankers express con- 
siderable pride at price stability that 
has prevailed over the past decade; 
but there is growing belief that the 
price structure faces important new 
tests in the period just ahead, and 
there is determination to prevent in- 
flation by a get-tough attitude at the 
discount window. Japan’s central 
banks may be among the most out- 
spoken and least secretive of any in 
the world. They leave little doubt of 
their policies or intentions, and this 
can be a deterrent to undue enthu- 
siasm of banks in extending new 
loans. 


As part of the current program, re- 
serve requirements were instituted 
this year for the first time in Japan’s 
history. The current rate is 1 per cent 
against “‘current’’ or demand deposits 
and 1.5 per cent against time deposits. 
The reaction of Japanese bankers is 
described as “‘agitated.’”” Bank of 
Japan spokesmen indicate that re- 
quirements will be raised gradually 
but persistently in the future as 
conditions require. 


Open market operations, the third 
facet of monetary policy for the U.S. 
and Britain, are not practiced in 
Japan simply because the money 
market is still undeveloped and must, 
like the long-term bond markets, un- 
dergo considerable maturity before it 
plays a meaningful role in the Japa- 
nese financial system. 


A major problem of Japan’s money 
managers in regulating credit expan- 
sion has been very keen competition 
among Japanese banks. The various 
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large city banks are quite aggressive 
in seeking to accommodate favored 
borrowers. Also, there are widespread 
banking practices which appear some- 
what irregular to Western eyes but 
doubtless are inevitable in a rapidly 
expanding economy such as Japan’s. 


Via the Back Door. As an example 
of the rather evasive means by which 
borrowers are enabled to obtain 
funds, the story is told of one large 
builder who was unable to obtain a 
mortgage loan for a new office build- 
ing. It was arranged for the corpora- 
tion which was going to occupy a 
large part of the building to obtain a 
bank loan for working capital pur- 
poses, the proceeds of which were 
then used to pay rental for many years 
in advance. These funds, of course, 
helped finance construction of the 
building. 

Interlocking ownership between 
Japanese banks and corporations is 
another factor that, while indigenous 
to the country’s economy and history, 
also results in preferential and indirect 
lending practices. 


Entering a Japanese bank, the first 
striking impression is the volume of 
business that is done over the counter 
rather than by check. The large Tokyo 
banks have enormous lobbies through 
which a heavy flow of traffic passes. 
One is conscious of a sound much like 
the rustling of leaves. This is from 
the use of the abacus, which are em- 
ployed by the hundred in the larger 
banks. Calculations are made with 
unbelievable swiftness, and more ar- 
dent believers in the abacus tell of 
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B Our Bank has always played an im- 
portant part in European economy 
It assisted in the financing of the &, 
Gotthard Railway. It has founded 4, ¥ 

international insurance and finance ry 25 Pine Street, 
companies, and it acts as an inter- 

mediary in international credit and 4 
capital transactions. Its modern or- |} 
ganization and wide experience in 
banking business in Switzerland and 


abroad is a valuable asset to clients. 


races which have been won against 
standard computing machines. 

Time deposits, which as mentioned 
comprise more than one-half of all de- 
posits, carry an annual interest rate of 
6 per cent, or a semi-annual rate of 5 
per cent. Interest is also paid on 
“ordinary” or demand deposits, and 
currently averages about 2.3 per cent 
annually. 


Almost all loans made by Japanese 
banks are on a pure credit, not col- 
lateral, basis. One chief reason for this 
has been the inability of many credit- 
worthy borrowers in the postwar years 
to post sufficient collateral. 


Lofty Rates. Interest rates in Ja- 
pan are quite high by U.S. standards, 
which is not surprising when the fan- 
tastic loaned-up position of the bank- 
ing system is considered. Rates range 
between 5 per cent to more than 13 
per cent. The great bulk of loans by 
commercial banks are made at rates 
ranging from 7.30 to 9.80 per cent, 
with the average loan rate about 8 
per cent. As compared to these rates, 
yields on corporate debentures recent- 
ly have been averaging about 7.9 per 
cent, on government bonds 6.3, on 
local government bonds (not tax- 
exempt, as in the U. S.) 7.7 and on 
public corporation debentures 7.3 per 
cent. 


The lion’s share of credit is diverted 
to larger and medium size corporations 
and proprietorships. The smaller bor- 
rower is hard put to obtain a loan. 
Very few personal loans are granted, 
and these might carry a rate of 10 per 
cent. Consumer instalment credit is 
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virtually non-existent. 


Quite logically, in a country whose 
chief aim is economic expansion, credit 
has been allocated most freely to 
those borrowers who can improve 
Japan’s productivity. Early in 1958, 
an advisory group was organized 
within the Japanese Bankers Asso- 
ciation. With the assistance of mem- 
ber banks, this committee aims at 
concentrating the flow of funds into 
such basic industries as electric power, 
iron and steel, coal, shipping and ship- 
building, while discouraging credit to 
quarters where the need is less urgent 
from the standpoint of Japan’s eco- 
nomic growth. 


Certain types of building loans also 
are easier to obtain than other credits. 
A prospective commercial mortgage 
borrower is invited to participate in a 
lottery for a building loan. Lots are 
drawn every six months. If, after 18 
months the loan still has not been 
granted, chances are good his appli- 
cation will be approved if the purpose 
of the loan is deemed sufficiently es- 
sential economically and not specula- 
tive. 


Trial Period. Before a customer can 
open a checking account in an average 
Japanese bank, he must usually first 
open a savings account. After a busi- 
ness relationship has been established 
in this way and the account has been 
open for a few months (or longer) his 
request for checking account facilities 
may be considered. 


Once a checking account is opened, 
the depositor must guard against 
overdrafts unless he is one of the few 
customers with an overdraft facility. 
Without such an arrangement, the 
customer is warned if an overdraft 
does take place; the second time this 
occurs, the account is closed and in- 
formation on the account is passed 
through the Tokyo clearing house. 
In this respect, the clearing house 
performs not only the usual function 
but also is a center for interchange of 
information. 


As mentioned, some customers may 
set up an overdraft facility by specify- 
ing an exact limit when the account is 
opened; if there is an overdraft under 
these circumstances the interest rate 
may be 8 per cent. 


Service charges in Japanese banks 
are fairly nominal. For example, a 
cashier’s check in any amount for 
payment in an area anywhere in 
Japan costs but 30 cents. A book of 
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100 checks costs about 15 cents. Safe 
deposit facilities are inexpensive al- 
though limited because the common 
complaint is heard that ‘‘people never 
let them go.” Rates range from $1.60 
to $30 a year in larger banks for vary- 
ing types of boxes. 


Hours for Japanese banks are from 
9 to 3 Monday through Friday and 
from 9 to 12 on Saturday. Manage- 
ment and staff, however, frequently 
work until after 5 o’clock. 


Tokyo’s major banks are closely 
grouped in a financial district that is 
centered around the Bank of Japan 
and the Stock Exchange. 


Stock Splurge. The Tokyo Stock 
Exchange has been boiling over the 
past year with feverish activity. 
There are 601 listed stocks, of which 
82 per cent are paying dividends. 
Average daily volume this year has 
been about 50 million shares. Average 
daily value of stocks traded has been 
about $25 million. Price averages on 
the exchange have skyrocketed from 
101.73 in 1950 to 483.33 at the end of 
1956 to 571.97 at the end of 1958 to 
671.28 in August 1959. 


Needless to say, central bank 
authorities have taken a dim view of 
this runaway market. Stock yields are 
currently averaging 4.11 per cent, and 
there is considerable concern that this 
level is far below the yields on 
prime obligations. 


Another prominent _ institution 
which dominates the financial district 
is the Bank of Tokyo, which is Ja- 
pan’s sole foreign exchange bank and 
is, in effect, the financial clearing 
house for all international trade. This 
is headed by earnest, able Takashi 
Thara. 


Japan’s brisk prosperity over the 
past 18 months has accelerated re- 
covery from the foreign exchange 
crisis of 1957. Foreign exchange re- 
serves mounted to a new record high 
of $1.2 billion as of September 30. 
This was a gain of $110 million from 
the beginning of the fiscal year, April 
1. Estimated gain for the entire fiscal 
year ending next March 31 is at least 
$200 million. 


Most significant development and 
cheering to Japanese government 
leaders has been a favorable balance 
of trade this year with the U.S. Japan 
has its sights set on building up ex- 
ports to underdeveloped countries, but 
has no illusions about Southeast Asia 
representing its ‘natural market.” 
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Best Customer. Instead, officials 
bluntly state they are aiming to 
build up exports gradually to what is 
the real No. 1 market, the U. S., for, 
as one economist put it, “after all, 
that’s where the dollars are.” 


Exports to the U. S. last year in- 
creased 14 per cent over 1957 despite 
the recession — and resulted from 
marked advances made by iron and 
steel products, metal products, cam- 
eras, textiles, electronic component 
parts and other goods. 


Of deep meaning for the future, 
however, is the changing pattern and 
trends of Japanese trade. The ratio 
of exports to advanced countries has 
been increasing steadily while the 
ratio of exports to less developed 
countries has decreased. 


For example, the U. S. market took 
only 17 per cent of Japan’s total ex- 
ports in 1954 but this proportion had 
risen to 24 per cent in 1958. Similarly, 
exports to Europe rose from 9 per 
cent in 1954 to 11 per cent in 1958. 
In contrast, exports to Asia, which 
accounted for 49 per cent of the total 
in 1954, were only 26 per cent in 1958. 
Exports to South America and Africa 


were comparatively stable—combined . 


they took 21 per cent of the total in 
1954 and 22 per cent in 1958. — 


The change in the area pattern of 
Japanese exports reflects the changing 
composition of exports and a dra- 
matically shifting industrial pattern. 
Japan is relying less and less on im- 
porting raw basic materials which 
must be processed for exports and is 
concentrating on building up the out- 
flow of technical and precision goods 
that do not require heavy imports. 


Total Japanese exports last year 
were steady despite the recession and 
have increased substantially this year. 
Last year’s volume aggregated $2.7 
billion, down but 2 per cent from 1957 
levels. 


Japan’s rapidly improving foreign 
trade position has been bolstered 
largely by import quotas and export 
incentives. This currently is arous- 
ing some resentment in Western coun- 
tries, who argue that Japan is now 
sufficiently developed to abandon for- 
eign exchange controls completely and 
at once. 

Japanese banking leaders, such as 
Takashi Ihara, agree that if Japan 
continues strict exchange controls and 
import restrictions while the rest of 
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Looking for business 





...in Japan and throughout the Far 


East? Fuji—Japan’s largest and 
friendliest bank—has the experi- 
ence, facilities, and staff to help you 
find new outlets for your products 
or services. Write us for more in- 
formation. Or, if convenient, come 
in for a chat. In New York City 
...42 Broadway. 


@ THe FUJI BANK x10. 


Head Office: Chiyoda-ku, Tokyo 
187 Branches throughout Japan 
Overseas Offices: New York + London + Calcutta 










ILL PAY CASH 
FOR YOUR GOLD COINS 


eee 


ERTS 6.50 each 
enol. .--$18.00 each 
SOMES = 25 oon $9.00 each 
ME oo cei conan oe $25.00 each 
ee $ 6.00 each 
oo eee $ 7.50 each 

We are also seeking the following . - 
See eee 2 ae $400.00 each 
6 sccm $500.00 each 


Prompt Remittance Guaranteed 
no mounted or mutilated coins 
send coins direct to _ - 





Udson 2-2580 
One of America’s Oldest and Largest Coin Dealers in 
Coin Appraisals for Banks, Estates, InsuranceCompanies 
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COMBINES VISIBLE HARD COPY RECORDS 


BURROUGHS NEW B 251 VISIBLE RECORD COMPUTER GIVES YOU ALL THE 
ADVANTAGES OF HARD COPY RECORDS: 


™ Complete printed historical records covering every transaction and every 
account for daily reference and officer use exactly as currently provided 
@ Instant availability of reference information ™ Elimination of statement 
printing peaks @ Complete records immediately accessible for auditing purposes 
@ Improved customer service through currently posted service charges and 
complete transaction information @ Excellent printing quality and registration 
on paper stock that is easy to handle, file and store ® Customary printing of 
overdraft balances in red for improved reference accuracy. 





WITH ELECTRONIC DATA PROCESSING! 


IT ALSO BRINGS YOU THESE SPECIAL ADVANTAGES OF B 251 ELECTRONIC 
DATA PROCESSING: 


™@ Improved income control through automatic, accurate service charge 
analyses ® Improved accuracy control through automated procedures that 
reduce the margin of human error ™® Improved expense control through 
greatly reduced personnel costs ® Improved management control through 
the availability of automatically produced operation reports. 

Get the full story of Burroughs new B 257 Visible Record Computer from a systems counselor at 
our nearby branch. Or write Burroughs Corporation, Burroughs Division, Detroit 32, Michigan. 


Burroughs—TM 





Burroughs Corporation 


“NEW DIMENSIONS / in electronics and data processing systems"’ 








JAPAN’S LONG-RANGE ECONOMIC PLAN 


(Years are all fiscal) 


Tétal PORUatION. « ... 0000800 


Working Age Population 
(15-59 Years). ... 


Paid Workers....... 
Gross National Product 
National Income.... 


Domestic National Income 


of which: 


from Primary Industries. ... 
from Secondary Industries. . 
from Tertiary Industries.... 
Gross Capital Formation 


Personal Consumption Expen- 
ditures of which: Per Capita. . 


eee eee 


eeeeeeee 


Unit 


Thousand 


Thousand 
Thousand 
Billion Yen 
Billion Yen 


Billion Yen 


Billion Yen 
Billion Yen 


Billion Yen 
Billion Yen 


Billion Yen 


Thousand Yen 


Level of Industrial Production. . 1934-36—-100 


Level of Production of Agri- 


culture, Forestry and Fishery. 
Domestic Freight Transportation 


Total Energy Demand 
(coal base)....... 
Gross Savings...... 
Depreciation Allowance 
Corporation Reserve. ...... 
Private Savings.... 
Government Budget Surplus. . 
Errors & Omissions 


Gross Investments 


eeeeeeee 


Index 


Billion-kilo 


1,000 ton 


Billion Yen 
Billion Yen 
Billion Yen 
Billion Yen 
Billion Yen 


Billion Yen 


Billion Yen 


INTERNATIONAL BALANCE OF PAYMENTS 
(On Foreign Exchange Basis) 


Receipts. . 


Payments (readjusted) 
Imports (readjusted) 
Actual Imports..... 
Usance (net etc.) ......... 
Invisible Items...... 


Nominal Balance... 


Real Balance...... 


Ce 
Invisible Items..... 
Ordinary Invisibles 
Special Procurements 


eeeeeeee 


ereeeee 


eeeeeee 


$ Million 
$ Million 
$ Million 
$ Million 
$ Million 
$ Million 
$ Million 
$ Million 
$ Million 
$ Million 
$ Million 


$ Million 


1956 
Actual 


90,250 


53,260 
17,870 
9,287.8 
7,685.5 
7,718.0 


1,424.2 
3,263.7 
3,031.1 


2,937.6 


5,415.5 
60.0 


231.7 


100.0 
90.5 


103,880 


2,807.1 
763.1 
456.3 

1,224.2 
381.9 
-18.4 


2,937.6 


3,337 
2,495 
842 
255 
587 
*3,566 
3,050 
2,782 
267 
516 


38 
229 


Source: Economic Planning Agency, Japanese Government. 
Note: Fiscal Year in Japan; April—March 


1956 through 1962 
Per- Yearly 


1962 cent Growth 
Projected Change Rates 
(1956.. Pro- 

100) jected) 


94,590 104.8 0.8 


59,560 111.9 if 
22,850 127.9 4.2 
13,044.0 140.4 5.8 
10,772.0 140.2 5.8 
10,811.0 140.1 5.8 


1,694.0 118.9 2.9 
4,717.0 144.5 6.3 
4,400.0 145.2 6.4 


3,718.0 126.5 3.8 


7,826.0 144.5 6.3 
82.7 138.0 5.5 


371.9 160.5 8.2 


VIDA wees 3.0 
114.0 1260 39 


160.600 156.2 Te 


3,893.0 138.6 
1,122.0 147.0 
600.0 131.4 
1,702.0 139.2 
469.0 122.8 


3,718.0 126.5 


5,050 152.2 
4,422 177.2 
658 78.1 
408 160.0 
250 42.6 


4,930 138.3 
4,230 138.6 


700 135.6 
239 
150 


*Actual Payments excluding usance account etc. were $3,298 million. 
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the world abolishes such artificial bar- 
riers ‘“‘we will be left behind.” But 
sudden lifting of controls ‘‘would have 
adverse effects—like exposing flowers 
in a hot house.” 


Likewise, noting that exchange con- 
trols still prohibit free convertibility 
of the yen, they hint they would like 
to see the yen established as an inter- 
national currency; but express con- 
siderable doubts about foreign confi- 
dence in the yen. They are most re- 
luctant to move in this direction un- 
less it would indeed result in a better 
flow of trade and not in discrimination 
against their currency in world money 
markets. 


A principal reason for Japan’s re- 
luctance to speed abolishment of 
trade barriers is complete recognition 
that real future growth will be based 
on a swelling tide of exports. 


Leaders in Japan consider their first 
challenge to be achievement of a stable 
growth. There is an almost fierce de- 
termination to improve the standard 
of living, which is now rated at 10 per 
cent of the U.S. standard, 25 per cent 
of Great Britain, 33 1-3 per cent of 
West Germany and only slightly 
above Mexico’s. 


Ahead of Schedule. To maintain 
the tremendous growth momentum of 
recent years and sustain rising ex- 
ports, several long-term economic 
plans have been drawn up since the 
war. The most recent is the Five- 
Year Plan of 1957. Its goals are 
shown in the accompanying table and 
results to date have outpaced the 
scheduled rates of advance. 


Japanese authorities realize that 
the country’s economic future is in- 
timately related to world conditions. 
They are keenly aware of their de- 
pendence on imports. For this rea- 
son, they are especially conscious of 
the need for export expansion. There 
can be no country in the world where 
the business and financial community 
is more imbued with this idea. 

Japan’s territory is now 40 per cent 
below prewar, and former important 
trade with the China mainland has 
been reduced to a trickle. Whereas 
Japanese exports totaled 5.4 per cent 
of the world total in 1938, the current 
ratio is 2.8 per cent. 

Says the Bank of Japan: “It is 
necessary for Japan to continue make 
ing efforts to capture her appropriate 
share of total international trade in 
the future, commensurate with growth 
in her economic strength.” 
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The widespread assumption that 
Japan’s brilliant postwar growth has 
resulted from export dumping based 
on overpopulation and low wages is 
not true. To be sure, Japan’s vast 
population is underemployed, and 
wage levels are far below those in ad- 
vanced industrial countries. 


Domestic Drive. But general wage 
and farm price levels have improved 
steadily, and an expansion of Japan’s 
domestic market has been the driving 
force behind the country’s recovery. 
Japan’s exports actually are still be- 
low prewar levels even though in- 
dustrial production has tripled since 
1937. 


This is why government leaders and 
bankers believe that intensive efforts 
to build up and enlarge exports and 
attain a prewar relative standing in 
world markets are not only justified 
but essential in fostering future 
growth. They add, however, that ex- 
port expansion should be gradual, not 
only to avoid overheating their own 
domestic economy but to avoid creat- 
ing disorderly conditions in markets 
of other nations. 


Widespread confidence that Japan 
will continue to enlarge its share of 
the world market is matched by as- 
surance that there will be no more 
foreign exchange crisis such as in 1957. 
Three reasons are offered for this: 
1) sound budget and monetary poli- 
cies; 2) the rapid buildup in foreign 
exchange reserves that has already 
occurred; 3) the International Mone- 
tary Fund. 


Japan’s interest in the Southeast 
Asian market is keen, and exports 
have rebounded after declining sharp- 
ly last year because of the recession 
and Communist China’s dumping 
policies. Both of these factors have 
been absent this year, permitting ex- 
ports to that region to rise to about 
one-third of Japan’s total exports. 
A gradual buildup in trade with 
Southeast Asia appears inevitable. 


As foreign exchange controls are 
removed, Japan looks forward to 
larger and larger investments in its 
industries by foreign capital and to 
building up a market for its obliga- 
tions in financial centers of the world. 
Such foreign investment would seem 
a most desirable means of accelerat- 
ing the rate of improvement in the 
standard of living. 


This was the reason why Japan suc- 
cessfully floated a bond issue of $30 
million in the American market earl- 
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ier this year, although there was no 
real need for the funds. The pur- 
pose was to lay a foundation for later 
inducement of foreign capital needed 
for Japan’s economic growth. Japan 
is proud of its perfect record of repay- 
ment of all external debt and along 
with Finland is the only debtor Euro- 
pean or Asiatic nation which has never 
defaulted. 


Room for Improvement. Japan’s 
future is indeed bright, but overconfi- 
dence is not a national trademark and 
there is determination to improve the 
financial structure. 

Masamachi Yamagiwa, Governor 
of the Bank of Japan, says: ‘Our 
major problem is achieving stable and 
sustainable growth, and the most im- 
portant requirement seems to be some 
improvement in the existing banking 
mechanism. A case in point is the 
unusually low liquidity of Japanese 
commercial banks, which causes im- 
mediate reliance on central bank bor- 





This month winds up what, for 
want of a better phrase, might be 
described as a most interesting 
year. Dominating our thoughts, of 
course, was the magnetic ink char- 
acter recognition program, which 
is now getting off the ground and 
promises to accelerate fast in the 
year coming up. The new check 
handling equipment is out of this 
world, and to see it in operation is 
to be convinced that we are indeed 
on the threshold of a new era in 
| bank operations. 


During the latter part of the year the 
spotlight was directed on printers, 
primarily because,with the machines 
perfected, bankers wanted to be as- 
sured that the proper fuel needed 
to drive them would be available. 
We make that fuel, and we are 
pleased to report that we are mak- 
ing it better than we were at the 
beginning of the year. We are en- 
couraged to believe that improve- 
i ment will continue. 


Despite the great amount of time 
devoted to magnetic ink research 


IF We 


CHECK PRINTERS 


rowings at the least sign of a shortage 
of funds. This practice, moreover, 
has tended to obstruct development 
of the money market. 


“Such banking customs must be 
corrected and imported at the earliest 
possible opportunity. For this pur- 
pose it is necessary to increase the 
liquidity of the banking system as 
well as to develop the money and 
capital markets.” 


If Japan knows where it wants to 
go and knows how to get there, it also 
knows where it is now. Perhaps no 
other country of the world has as- 
sembled such a massive array of sta- 
tistics and summaries on economic 
activities. Bank of Japan research 
findings are particularly impressive 
and extensive. 


This is characteristic of the thor- 
oughgoing and aggressive personality 
of a people who have rapidly reas- 
sumed their role as the financial and 
industrial leaders of the Orient. 


COMES DECEMBER 


and experimentation, we completed 
a fine new building in Cleveland, 
opened a facility in Detroit, ac- 
quired land for an administration 
building in St. Paul, purchased new 
equipment equal to three times our 
depreciation, expanded our staft in 
a substantial way, served more banks 
than in any previous year, and, un- 
less we miss our guess, will prob- 
ably make a little profit. 


Yes, it has been a most interesting 
year, but it may prove to have been 
tame compared to the year ahead. 
We expect to see our facilities over- 
taxed in some of our plants and we 
are making plans to spread the work 
whenever this occurs. In fact, even 
now we are processing a large order 
simultaneously in a and 
we could use all ten if it became 
necessary. We think perhaps 1960 
will be a trying year, but it certainly 
will be challenging and we are con- 
fident it will be rewarding in many 
ways. And, more important than 
anything else, it will be the year 
when the bank check, at long last, 
attains the stature it merits. 


Manufacturing Plants at: 


CLIFTON. PAOLI. CLEVELAND, INDIANAPOLIS. CHICAGO, 
KANSAS CITY. ST. PAUL. DALLAS. CHATSWORTH 
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Free trial of Recordak Reliant Microfilmer will let 
you compare with your present equipment, and 
readily estimate the savings in time and dollars. 


Recordak Reliant Microfilmer 


does 3 jobs at once! 


Photographs automatically. Feed checks into the 
Reliant’s high-speed, automatic feeder, and they’re micro- 
filmed instantly—up to 400 per minute. This precision 
feeder eliminates double feeding — the biggest single 
cause of missed pictures. 
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Dont let your 














automation stop when 
you get to microfilming! 


See how the Recordak Reliant® can bring 
the advantages of Automated microfilming to 
your bank... how it does 3 jobs at once! 


With the new automated bookkeeping routines—as with conventional 
methods—the need for a microfilm record is all-important. And 
the job of getting this accurate and complete record is ever so much 
easier with the Recordak Reliant Microfilmer. 


In one simple operation—in one run through the microfilmer— 
you photograph your items... index them . . . and cancel or endorse 
them, too, with an accessory endorser unit. 


Makes sense, don’t you think, to automate all the way; to make 
your microfilming every bit as efficient as your other operations. 
Write today. Recordak Corporation, 415 Madison Avenuc, New 
York 17, N.Y. 


=RECORDEK: 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming—now in its 32nd year 





~ 


Cancels or endorses, automatically. Accessory en- Indexes automatically. Kodamatic Indexing, an ex- 


dorser for the Reliant eliminates extra operations— clusive on the Reliant, “‘codes” your film automatically 
cancels or endorses checks while they’re microfilmed. while you microfilm. Gives you fast reference with a 
Teamed with the Reliant’s precision feeder, it all but Recordak Film Reader. Code lines—on the film—lead 
ends possibility of missed cancellations and endorsements, you right to pictures you want in seconds. 
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How Much Depreciation, 


Presented here in broad out- 
line are a few answers to the 
above questions as supplied 
by the American Institute of 
Certified Public Accountants. 


NY TAX DEDUCTION is a thing 

A to cherish at filing time, but 

there are a few deductible 

items that have the rather special 

characteristic of flexibility. One of 

these is the deduction allowed for de- 
preciation. 


For example, let’s say that the 
total amount allowed for depreciation 
of a particular machine is $5,500, 
which is to be deducted over the ten 
year period estimated as the useful 
life of the machine. The deduction in 
the first year may be as low as $550, 
or it may be as high as $2,160. 

The amount deducted for depre- 
ciation in a particular year will vary 
according to the method chosen. 
Several approved methods and the 
effect of each on the tax liability of 
the concern involved are discussed 
here by the American Institute of 
Certified Public Accountants. 


The Ground Rules 


When a piece of business equipment 
is purchased with the intention of 
using it for more than a year, its cost 
can only be written off over the years 
of the equipment’s useful life. The 
decision as to the length of such useful 
life must be made in the year in which 
the purchase is made. To aid the tax- 
payer in making this decision, the 
Treasury Department has prepared a 
guide, Bulletin F (available from the 
U. S. Government Printing Office). 

Bulletin F, however, is merely a 
guide. The life span of a particular 
piece of equipment as listed in this 
bulletin could be called the economic 
or usual life span. If the conditions in 
a given business are such that a new 
machine will receive more or less than 
the customary amount of use, an es- 
timate of its life span should take 
such use into consideration. 

Another factor that enters into the 
calculation of the annual depreciation 
charge is an estimate of the equip- 
ment’s salvage value at the end of its 
estimated life span. The Internal 
Revenue Service provides no rules by 


34 


which such value may be established, 
and requires only that they be rea- 
sonable. 


Depending on the taxpayer’s choice 
of method, deductions covering depre- 
ciation on a new machine costing 
$6,000 with an estimated useful life of 
10 years and a salvage value of $500, 
may range from as little as $550.00 to 
as much as $2,160.00. Three ap- 
proved methods by which the amount 
of this deduction may be determined 
have been given the names of Straight- 
Line, Declining Balance, and Sum of 
the Years—Digits depreciation. 


@ The Straight-Line Method requires 
only the subtraction of the estimated 
salvage value of the equipment from 
its cost or other basis of value, and 
that the remainder be spread in equal 
yearly amounts over its useful life. 


® The Declining Balance Method ean 
be used only on new equipment with 
a useful life of three years or more. 
Depreciation can be figured on the 
entire cost of the equipment but can- 
not be taken to a point below a rea- 
sonable estimate of its ultimate sal- 
vage value. It is computed by apply- 
ing a fixed percentage each year to 
the balance of unrecovered cost. This 
rate may not be more than twice the 
yearly percentage that would be used 
in the application of the straight-line 
method. 


@ The Sum of the Years-Digits Meth- 
od can also be used only in dealing 
with the cost of new equipment with 
a useful life of three years or more. 
Depreciation is computed under this 
method by applying a fraction to an 
amount representing the cost less the 
estimated salvage value. The nume- 
rator of this fraction is the number of 
years of useful life remaining, and the 
denominator is the sum of the digits 
contained in a numerical sequence in 
which one count is given to each of 
the years of the estimated useful life 
of the equipment. Thus, if the useful 
life were ten years, the denominator 
would be 55 (10 +9 +8+7+6+4+5+4+ 
3+2-+1). The first year’s allowable 
deduction for depreciation would be 
10/55ths of cost less salvage value, the 
second year’s 9/55ths, and so on. 


Still using the example of the $6,000 
machine with a useful life to the busi- 
ness of 10 years and an estimated 


and When? 


salvage value of $500.00, we arrive at 
annual deductions allowable under 
each of the three methods described 
as shown in the accompanying table. 








Sum of 
Straight Declining the Years— 

Year Line Balance Digits 
1 $550 $1,200 $1,000 
2 550 960 900 
3 550 768 800 
4 550 614 700 
5 550 492 600 
6 550 393 500 
7 550 315 400 
8 550 252 300 
9 550 201 200 
10 550 161 100 


$5,500 $5,356 $5,500 
It will be noted that the declining- 
balance total falls a little short of 
adding up to the full amount of avail- 
able depreciation, a not uncommon 
occurrence when this method is used. 
The unrecovered balance, however, is 
not lost as a deduction, and will be 
available when the property is sold, 
retired, or abandoned. 


Added First-Year Depreciation 


The amount of the first year’s de- 
duction may be increased regardless 
of the method used by taking advan- 
tage of an additional first-year de- 
preciation allowance of 20 per cent. 
Provision for this allowance was in- 
cluded in the 1958 Technical Amend- 
ments Act and it was specifically de- 
signed to help the smaller business 
withstand the drain on available 
working capital caused by equipment 
purchases. The deduction is available 
only in the first year for which de- 
preciation may be claimed. 


The taxpayer is permitted to take 
this additional first-year depreciation 
allowance of 20 per cent on equip- 
ment costing a total of not more than 
$10,000 ($20,000 on a joint return). 
The equipment must have a useful 
life of six years or more. The allow- 
ance may be subtracted from the full 
cost of the equipment, and the re- 
mainder would constitute the basis for 
computing depreciation by one of the 
three methods previously described. 


In other words, the 20 per cent 
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allowance on our $6,000 machine 
would be $1,200, leaving $4,800, to 
which any of the approved methods of 
depreciation may be applied, subject 
to the rules governing the treatment 
of salvage value. Thus, if straight-line 
depreciation were used, the total de- 
preciation deduction would be $1,630, 
and the declining balance and years- 
digits methods would respectively 
yield deductions of $2,160.00 and 
$1,982.00. 


The choice of method depends, of 
course, on the relative desirability of 
having the larger deductions fall in 
the earlier years of the life of the 
equipment. The question of how these 
deductions should be distributed can 
be correctly answered only in the light 
of a complete knowledge of the operat- 
ing results and budgetary forecast of 
the concern in question. 


This article purports only to present 
the subject of allowable deductions 
for depreciation in broad outline. Left 
unanswered are such questions as the 
following: What happens if the equip- 
ment is sold before or even at the end 
of its useful life and a gain or loss is 
made on the sale? What happens if 
old equipment is traded in? Does it 
matter what time of year depreciable 
equipment is purchased? Can one’s 
method of computing depreciation be 
changed? For these and many other 
questions regarding taxation and busi- 
ness problems in general, says the In- 
stitute, the country’s Certified Public 
Accountants are equipped to provide 
an authentic answer. 


LEASE FINANCING 
(Continued from page 18) 

is in a considerable measure analagous 
to the transition that took place with 
the advent of the personal loan as a 
means of financing the needs of the in- 
dividual fifty years ago. The tech- 
niques that were learned in the course 
of that transition are being applied to 
the financing of the business needs of 
today, and can be applied even more 
widely in the future. Lease-financing 
is playing a distinct role in this transi- 
tion by extending the pay-as-you-go 
principle into the field of business 
credits by the use of instalment ob- 
ligations that are closely tied to the 
paying ability of the borrower, just 
as one of the basic concepts govern- 
ing the extension of credit to the in- 
dividual is tied to that individual’s 
ability to earn enough money over 
the term of the obligation to retire it. 

There is good reason to believe that 
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an increasing number of banks will 
come to the realization within the next 
few years that instalment lending to 
business can be combined with sound 
principle in such a way as to work to 
the distinct advantage of everyone 
concerned. Banks will be making 
more and more such arrangements 
with commercial customers, to the 
end that the peaks and valleys of 
their longer-term needs may be more 
realistically met. They will be en- 
abled at the same time to take care of 
the needs of business for lesser items 
of equipment on terms that will make 
the loans made for this purpose both 
more profitable and more secure. An 
intelligent approach to the idea of 
meeting the needs of commercial cus- 
tomers on an instalment basis will do 


more to aid the customer and make a 
better loan for the bank than some of 
the devices presently employed in the 
extension of short-term credits, in- 
cluding loans on receivables. 

The foregoing statement admitted- 
ly contains a considerable element of 
conjecture, but, to say the very least, 
it points to a few possibilities that 
would appear to deserve the utmost 
consideration by the banking in- 
dustry. And not the least of these 
is the distinct possibility that one of 
the major contributions of lease- 
financing to the business community 
will be found as time goes on to lie in 
the great impetus it will have given 
to the financing of many of the credit 
needs of business by means of some 
form of instalment debt. 


Three Strong Foundations 


Protect Investment Values 


The Government of Puerto Rico and all of its municipalities and 
revenue authorities have a flawless record of prompt public debt 
payment. Moreover, Puerto Rico’s debt service requires only 4.5% 
of the Commonwealth’s current budget—a far stronger position 
than is enjoyed by most governments in the world today. Finally, 
Puerto Rico’s Constitution makes payment of interest and amor- 
tization of principal on the public debt the first charge on the Com- 


monwealth’s revenues. 


Those three practical safeguards deserve consideration against 
the healthy background of Puerto Rico’s steadily expanding econ- 
omy, in appraising the investment values offered by the tax-free 
bonds of Puerto Rico, its municipalities and its various Authorities. 


GOVERNMENT DEVELOPMENT 
BANK FOR PUERTO RICO 
Fiscal Agent for the Commonwealth of Puerto Rico 


P.O. Box 4591, San Juan, Puerto Rico 





37 Wall Street, 
New York 5, N.Y. 
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Agriculture Must Adjust 


Ernest T. Baughman, vice president 
of the Federal Reserve Bank of 
Chicago, before the Conference of 
Bank Correspondents, The First 
National Bank of Chicago 


seme agriculture has been 
adjusting quite rapidly dur- 

ing the 1950’s, the rate of 
adjustment has not been fast 
enough to make any net progress. . . 


If a healthy agriculture is to 
emerge during the 1960’s, there 
must be an accelerated transfer of 
labor from agricultural to nonagri- 
cultural jobs; an accelerated en- 
largement of family farms as ope- 
rational units (this does not neces- 
sarily require consolidation of 
ownership of land); and a rigorous 
selection of managers of individual 
farms. These larger, highly mech- 
anized farms probably will re- 
quire more credit services of su- 
perior quality, a challenge to bank- 
ers all across the nation. 


Continued Tightness? 


The Chase Manhattan Bank, in the 
current issue of its ‘‘Business in 
Brief’’: 


HILE some sales lost during 
the (steel) strike may not 
be carried over, it would 

appear that a large backlog exists. 
In other words, the strike, if it is 
resolved soon, will turn out to have 
cut supply much more drastically 
than demand. As a result, the 
period following a settlement could 
be one of inventory rebuilding, a 
scramble for supplies, and general 
pressure on costs and prices. Such 
developments could add to private 
demands on credit markets and 
pose new problems to the monetary 
authorities. Their tasks may be 
eased by a sharp reduction in the 
Treasury’s takings during the first 
half of 1960. Yet the general situ- 
ation would appear to be one that 
calls for continued tightness in 
money markets. 


Long View 


David Graham, financial vice presi- 
dent of Standard Oil Co. (Ind.), 
during an investment forum on oil 
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CURRENT COMMENT 


at ABA’s Mid-Continent Trust Con- 
ference last month: 


HE PETROLEUM INDUSTRY today 
suffers from a supply-demand 
imbalance, which it would be 

pointless to ignore. Nevertheless, 
my view of the long term is opti- 
mistic, both in terms of industry 
performance and market reaction 
to its securities. The industry has 
been able to maintain and in part 
strengthen earnings in a period of 
stress; and in the future, it should 
be the beneficiary of a continuing 
upward demand for its products. 
Discounting the immediate situa- 
tion, it qualifies in my opinion as 
that happy combination—a mature 
industry with young ideas, cush- 
ioned against excessive reverses on 
the one hand, yet geared for grow- 
th. 


Help from the City 


R. J. Solomon, farm department 
manager of the Citizens National 
Bank of Macomb, IIl., during a 
panel discussion on ‘‘Correspondent 
Banking—and Other Ways of Draw- 
ing Funds to Agriculture’ at ABA’s 
National Agricultural Credit Con- 
ference last month: 


F WE as commercial bankers are 
going to be competitors in this 
field of agricultural credit, we 

must make every effort to establish 
one-stop banking for our farm cus- 
tomers. We can’t afford to let our 
customers go outside of the bank- 
ing fraternity for their large credit 
needs. I believe that our oppor- 
tunity to be competitive lies in 
sharing our overline loans with cor- 
respondents. 


Bullish on Banks 


Goodbody & Co., in its current 
market letter: 


E CAN EXPECT the banking 
industry to enjoy a period 
of prosperity unequaled in 

the last generation. Reflecting ac- 
tive business and a growing econ- 
omy, we see the demand for loans 
holding at a high level. Tight 
money conditions necessary to the 
Government’s fight against infla- 
tion bid fair to hold interest rates 


at current levels for an extended 
period. In contrast with the 114 
per cent to 3 per cent range for 
prime credits which prevailed dur- 
ing the past generation, interest 
rates are expected to range from 
3 per cent to 5 per cent for some 
time to come, nearly doubling the 
gross earnings opportunity of the 
banks on their earning assets. 


Pru’s Forecast 


The Prudential Insurance Co. of 
America, in its annual economic 
forecast: 


N 1960, major areas of national 
output are likely to rise above 
the 1959 level by approximate- 

ly the following amounts: business 
capital expenditures, up $6 billion; 
inventories, further accumulation 
at a $2 billion higher rate; residen- 
tial construction expenditures, 
down $1 billion; consumer pur- 
chases, up $18 billion; export sur- 
plus, up $1 billion; and government 
spending, up $3 billion. Spurred 
on by these increasing purchases, 
gross national product is likely to 
rise by about $29 billion, to reach a 
total of $509 billion for the full 
year 1960. 


Credit ‘Crisis’? 
Roy L. Reierson, vice president and 
chief economist of Bankers Trust 
Co:: 

URING the period of credit pres- 
sure a few months ago, there 
was some talk of an ‘‘impend- 

ing credit crisis.’ There was no 
reason to expect a crisis at that 
time, and none materialized. In- 
terest rates rose, but rising interest 
rates are not necessarily evidence 
of a crisis; the financial markets 
continued to operate normally and 
there was no widespread call of 
loans or scramble for liquidity, the 
customary hallmarks of real 
trouble in the credit markets. 
There is little reason to expect this 
kind of serious trouble in the credit 
markets in the months ahead. 
Looking down the longer road, if 
there is any reason for concern as 
to conditions in the credit markets, 
it probably lies in the political 
area. 
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Mr. Loan Officer — whenever you see a financial statement on which 
the INVENTORY “‘wants to be a loan’’— why not call in Lawrence. 
Lawrence System Warehouse Receipts enable you to convert 
inventories into prime collateral for secured loans ranging from 
$15,000 to $1,000,000 or more. 
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Common Stock Analysis 


GENERAL ELECTRIC 


The dominant factor in its 
industry, GE is big, broadly di- 
versified, efficient and 
extremely research-conscious. 


At around 90, this invest- 
ment-type growth stock is sell- 
ing for 30 times estimated 
1959 earnings to yield 2.2 per 
cent. This valuation appears 
relatively conservative in view 
of the company’s past and 
prospective growth. 


By H. ROGER SECREST 


UCH has been written con- 
M cerning the extremely bright 
outlook for the consumption 
of electric power in the United States 
and the world. Industry’s continual 
search for technological improvements 
to increase labor’s productivity 
through further mechanization and 
automation of the production line, 
higher standards of living resulting 
from new and better appliances, the 
expected growth in population and so 
forth all indicate these estimates are 
reasonable. 


Aside from the electrical utility 
companies, a direct beneficiary of this 
growth is the electrical equipment in- 
dustry. Its products range from heavy 
apparatus such as electric generating 
equipment, power transmission and 
distribution equipment through indus- 
trial equipment such as electric mo- 
tors and motor controls to numerous 
consumer products, both large and 
small. Within the electrical equipment 
industry, General Electric is—and 
probably will continue—the dominant 
factor. 

The outlook for both the industry 
and General Electric is above average. 


History & Business. GE’s history 
dates back through predecessor com- 
panies to the time of the invention of 
the electric light bulb. Over the years 
the company’s growth has been quite 
similar to that experienced by the 
electric utility industry—i.e., sales 
have doubled in every decade. This 
growth has resulted from both ac- 
quisitions and internal sources. Today 


38 


GE is one of the largest manufacturing 
companies in the U.S. and is the lar- 
gest electrical apparatus and appliance 
producer in the world. 


That GE’s business is well diversi- 
fied is indicated in the accompanying 
table. And indeed, the effects of the 
1958 recession on the company’s opera- 
tions were lessened as a result of this 
diversification. 


® Electric utilities and industrial com- 
panies are the important customers 
for GE’s heavy capital goods. This 
group’s products include turbines, 
generators, heavy duty transmission 
and distribution apparatus, large elec- 
tric motors and numerous types of ac- 
cessory products such as transformers, 
controls and switchgear. These prod- 
ucts are important profit producers for 
the company. 

In 1958, utilities’ new orders de- 
clined, which affected the sale of trans- 
mission and distribution equipment. 
However, delivery of generating equip- 
ment, which was at record levels due 
to the large backlog of orders placed 
in 1956 and 1957, partially offset the 
sales decline in smaller utility equip- 
ment and industrial motors. The re- 
verse will be true in 1959 and 1960 
with shipments of heavy generating 
apparatus at relatively lower levels 
while sales of other products of the 
heavy capital goods group should be 
higher. 

Orders from utilities for generating 
equipment are expected to increase 
for the next several years with ship- 
ments reaching very high levels in 
1962 and 1963. However, competition 
from European -electrical equipment 
manufacturers is increasing. In an 
effort to meet this foreign competition, 


GE in July of this year reduced prices 
of 200,000 kw and larger steam tur- 
bine generators approximately 5%. 
The price cuts were made possible by 
some substantial manufacturing ef- 
ficiencies. 


@ The company of course also manu- 
factures a wide range of consumer 
products. These include both major 
and small electrical appliances, radio 
and television receivers, air condi- 
tioning equipment and several types 
of light bulbs. Sales of this group re- 
covered markedly in the second half 
of 1958, and the upward trend has 
continued in 1959. GE has always 
stressed research, which has resulted 
in continual improvement in old prod- 
ucts and introduction of new items 
for the consumer. 


@ The components and materials 
group supplies a large number of 
products to a wide variety of original 
equipment manufacturers, distributors 
and industrial customers. The more 
important equipment included in this 
category are small electric motors, 
meters and instruments, plastics, elec- 
tric control devices, special metals, 
electrical construction materials and 
electronic equipment. 


As sales of this group are affected 
by the trend in consumers goods, a 
pickup in business was experienced in 
the last half of 1958 when consumers 
goods sales began to increase. Also, 
the increased activity in the building 
industry provided higher sales volume 
for this group’s products. The out- 
look for this sector of GE’s operations 
for the next several years is encour- 
aging. 

@ While the profitability of defense 
products is lower than that of the 


RADIOS TO REACTORS, CONTROLS TO COMPUTERS 


Heavy Capital Goods 
Consumer Goods 
Components and Materials 
Defense Products 


4,121 


($000,000) 
1958 


989 
1,072 
1,071 

989 


% of Total % 
1957 1958 1957 


1,127 24% 26% 
1,171 26 27 
1,171 26 

867 24 20 


Change 
12% 


4,336 100% 100% - 5% 
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how to get the 
RIGHT ANSWER 


to a big question 


Many a banker faces this 
decision: “Must I build, 

or can I stay where I am 
and remodel?”’ The decision 
must be right, for it affects 
your whole future. There’s 
no room for second guessing. 
And there’s only one way 

to get the right answer . . . 

a skilled analysis of all the 
complex factors of location, 
current and future space needs, 
and relative costs. Getting 
those key facts, and then 
evaluating and interpreting 
them, is the important 

first step in every project 

we undertake. Our analysts 
are especially qualified to 
help you make an informed 
decision . . . the only basis of 
successful financial design. 


You need facts first 
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three groups of commercial lines, this 
sector of business is important to the 
company and may be expected to con- 
tinue to contribute between one-fifth 
and one-quarter of total sales. More- 
over, a significant amount of the tech- 
nical knowledge acquired while work- 
ing on new military projects may ulti- 
mately be used in development of 
civilian products. 

One of the largest defense contract- 
ors, GE produces jet engines, rocket 
motors, electronic equipment, and a 
number of systems and products for a 
variety of defense needs. The com- 
pany also has done considerable work 
on atomic reactor power plants for 
navy submarines and surface vessels. 


While included in the sales figures of 
the four major categories, export sales 
in 1958 accounted for 6°% of total 
sales. It seems reasonable to assume 
that foreign sales will experience an 
even faster rate of growth than the 
domestic business in the years ahead. 


Research. As stated in the 1958 
annual report, the basic aim of the 
GE research and development pro- 
gram is business growth achieved 
through extending the variety and use- 
fulness of electrical and associated 
products. Such expenditures were in- 
creased in 1958 and were in excess of 
6% of sales, or a minimum of $250 
million. 

In addition to three main research 
centers that specialize in broad re- 
search, general engineering and manu- 
facturing, the company has more than 
100 laboratories at various operating 
departments. At the main research 
center over 400 scientists are working 
in the four broad areas of the physical 
sciences of chemistry, general phy- 
sics, electron physics and metallurgy 
and ceramics. 

In 1958, 345 general engineering 
specialists solved 9,500 technical prob- 
lems for the company’s operating de- 
partments. The manufacturing labo- 
ratory, which has 122 technical spe- 
cialists, supplements the work of the 
8,800 specialists in the operating de- 
partments’ laboratories in developing 
new products and processes and im- 
proving older ones. 


During 1958 the company did con- 
siderable research and development 
work in high-voltage transmission, 
giant steam turbine generators, elec- 
tronic computers, Lexan plastics, and 
various home products such as the 
heat pump and both large and small 
appliances. 
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Plant Expansion. Since the end of 
World War II GE has spent approxi- 
mately $1.6 billion for plant and 
equipment. Through this expansion 
program the company has modernized 
many of its older plants, consolidated 
several plant locations into large 
efficient facilities (such as Appliance 
Park in Louisville), built plants in en- 
tirely new locations and improved all 
production processes. Nearly three- 
quarters of the capital outlays have 
been for equipment and the balance 
for sites and buildings. 

At the end of 1958 GE had 166 
manufacturing plants in operation 
throughout the U.S., Canada and 
Puerto Rico. 

During the last decade the com- 
pany’s cash flow has totaled approxi- 
mately $3.05 billion. Net income ac- 
counted for $1.9 billion, depreciation 
charges $840 million, and long-term 


GENERAL ELECTRIC: 


($000,000) 


debt $300 million. Nearly $1.3 billion 
has been paid out as dividends to 
stockholders, $1.3 billion spent for 
capital assets, about $145 million 
used for debt retirement and $320 
million added to net working capital. 

Capital outlays in 1957 of $154 
million and in 1958 of $104 million 
were less than the record expenditures 
of $205 million in 1956. It is expected 
that property additions in 1959 will 
amount to less than the depreciation 
accrual which will be somewhat 
ahead of the 1958 charge of $125 
million. 

Financial Position. At the end of 
1958 General Electric’s net working 
capital was quite adequate at $706 
million. The current ratio of 2.0 to 1 
was at a nine year peak, and quick 
assets were 71% of current liabilities. 

Early in the post-war period the 
company placed a $200 million debt 


10-YEAR SUMMARY 


Net Income as % of 


Average 
Common 


Operating Income Stock- 


Net Depre- _— Profit 


Year Sales ciation Margin 


1949 1,852 53 
1950 2,234 56 17.4 
1951 2,620 62 159 
1952 2,993 66 14.3 
1953 3511 74 13.2 
1954 3,335 86 11.4 
1955 3,464 97 10.3 
1956 4,090 109 10.1 
1957 4,336 120 11.3 
1958 4,121 125 11.3 


9 mos. to 
9-30-58 
9-30-59 


2,983 NA. 10.2 
3,142 NA. 11.5 


Pitce P/E Ratio 
Earnings Dividends Range High Low Yield 


1949x $1.49 $ 83 
1950x 2.08 1.13 


11.4% 216 129 


14-11 9.4 7.4 
17-14 8.2 6.7 7.3 


Before Net Net holders 
Taxes Income Sales Equity 


7.0% 22.4% 
397 180 8.1 27.6 
434 144 5.5 19.4 
447 165 35 6 1? 
498 174 49 19.4 
407 204 6.1 21.4 
385 209 6.0 20.6 
424 214 5.2 19.8 
508 248 S7 215 
485 243 sf 199 


325 162 5.4 NA. 
387 190 6.0 NA. 


Average 


6.6% 


1951x 1.66 1.00 21-17 12.7 10.2 5.3 


1952x 1.91 1.00 
1953x 2.01 1.33 31 


1954x 2.36 1.47 
1955 2.41 1.60 
1956 2.46 2.00 
1957 2.84 2.00 
1958 2.78 2.00 


xAdjusted for a 3-for-1 stock split in 1954. 


24-18 12.6 9.4 4.8 
—22 15.4 10.9 5.0 


49-29 20.8 12.3 3.8 
58-46 24.1 19.1 3.1 
66-53 26.8 21.5 3.4 
72-52 25.4 18.3 3.2 
79-57 28.4 20.5 2.9 
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issue privately which was repaid in 
1950. In 1956 a $300 million, 314%, 
20 year debenture issue was offered 
publicly. Present capitalization con- 
sists of this debt issue and 87.8 mil- 
lion shares of common stock. At cur- 
rent market values debt accounts for 
4% of GE’s capital structure, common 
stock for the other 96%. 


Earnings. Aside from 1954 and 
1958, sales have increased each year 
for the last 10 years (table), and the 
total increase amounts to nearly 
125%. Unit sales also have risen 
markedly in this period as the com- 
pany’s product price index is up only 
34% from the base period of 1947 
1949. 

While GE’s profit margin in the last 
five years is down somewhat from the 
results of the previous five years, the 
company has been able to maintain it 
in the 10% to 11% range, which is 
quite satisfactory considering the up- 
ward pressure of the various costs of 
business. Net income as a percent of 
both sales and average common stock- 
holders equity has been relatively 
steady, around 6% and 21% respect- 
ively for the ten year period. 

GE has been able to earn a con- 
sistently high return on its stockhold- 
ers investment, which is a reflection 
of the company’s very capable man- 
agement. 

GE’s recovery during the first nine 
months of 1959 has been excellent with 
sales almost equalling the previous 
nine months’ high of 1957 and net 
income attaining a record high for 
the period. Sales for the 1959 period 
increased 5% over the year-earlier 
results, while net income was up 17% 
from the comparable 1958 period. 


GE chairman R. J. Cordiner, notes 
that two of the company’s product 
groups, consumer products and indus- 
trial components, are continuing the 
trend of sales improvement begun late 
last year, while sales of defense prod- 
ucts have remained firm. Sales of 
heavy capital goods products will be 
below 1958’s results, but they have 
now stabilized and new orders have 
shown a substantial improvement 
during the last three months. (How- 
ever, these orders will not have a sig- 
nificant effect on sales and earnings 
until future years.) 

Providing the steel strike does not 
have too serious an effect on the com- 
pany’s business during the fourth 
quarter, earnings fcr the full year 
should approximate $3.00 a share. 
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Market Factors. General Electric’s 
stock has always sold at a premium in 
relation to the general market and 
there are no indications present that 
this premium should not continue in 
the foreseeable future. At around 90, 
the stock is selling for 30 times es- 
timated 1959 earnings. The $2.00 
dividend, which represents a 67% 
payout of earnings, provides a 2.2% 
yield. 

The price/earnings ratio and yield 
do not appear out of line when com- 
pared with those of other growth 
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Resources Over $14 Billion 


DEPOSIT 


companies having similar past records 
and future potentials. 

Conclusion. General Electric is a 
successful, broadly diversified com- 
pany that should be able to equal or 
exceed its past record during the fore- 
seeable future. The company’s man- 
agement is extremely capable, its 
plants and manufacturing processes 
quite efficient, and its research and 
developmental program extensive. The 
stock is regarded as an eminently suit- 
able investment for portfolios where 
long-term growth is the objective. 
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CONSIDER THE SENIOR CITIZEN 


Arbitrary retirement at age 65, or refusal to hire men and 
women who have attained that age, may readily spell a needless 
waste of many years of efficient and conscientious service. 


remark that the task of main- 

taining a full staff of compe- 
tent help is a difficult one. Every now 
and then their comment runs some- 
what to the effect that it is hard to 
find satisfactorily experienced people 
‘‘who are under forty years of age.’ 


Ben are commonly heard to 


Those who are inclined to the view 
that this is rather a bad state of af- 
fairs will be interested in learning that 
some three million persons who are 
over 65 years of age are today working 
in a wide range of occupations, includ- 
ing banking. Yet this number repre- 
sents only a small percentage of all 
the older workers who are able and 
willing to render useful service but are 
denied that privilege. 

There are a number of quite valid 
reasons for adhering to a fixed retire- 
ment and maximum employment age, 
but there are a number of others that 
are highly questionable. Let’s consi- 
der, for example, the allegation that 
the older employee will be “goofing 
off”? from work whenever he can. 
According to a survey of no less than 
18,000 older workers in no less than 
100 assorted companies, it was found 
that the absentee rate went down as 
age increased. A Bureau of Labor 
Statistics report has it that the worker 
under 20 takes off approximately six 
out of every 100 days, which compares 
with three out of every 100 for the 
worker who is over 45. 


More Safety Conscious 


It is held by others that people grow 
more careless and therefore more prone 
to become involved in accidents as 
they grow older. It is admitted by 
those who have researched the subject 
that lay-offs due to accident are of 
longer duration in the case of the older 
worker, but it has also been found 
that the average tendency is for that 
worker to be more safety conscious 
and therefore suffers relatively fewer 
injuries. 
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By BESS RITTER 


According to the Small Business 
Administration, comparative accident 
rate charts based on company records 
indicate that workers over 45 have 
less than the average number of dis- 
abling injuries; the highest frequency 
rate in non-disabling injuries occurring 
in the 25-29 age group, while the low- 
est is in the 70-74 age group. 

It is also said that age reduces speed, 
hence productivity. Although there is 
still a great deal of research to be done 
along these lines, it has been definitely 
established that the productivity of 
most people stays at about the same 
level until they reach age 55, and then 
goes into a gradual decline. It is em- 
phasized, however, that other per- 
sonality traits may readily outweigh 
whatever reduction in productivity 
may be induced by advancing age; so 
it is frequently the case that there are 
greater differences in productivity 
between individuals within the same 
age group than there are between the 
age groups themselves. Stated differ- 
ently, the productivity of individuals 
whose age group average is on the 
down grade is often found to exceed 
that indicated by the average rate of 
far younger groups. 

The older worker, moreover, has 
several points of superiority, not the 
least of which is his greater stability. 
According to a survey made by the 
U. S. Chamber of Commerce and the 
National Association of Manufactu- 
rers, there is less turnover among 
older employees than among those 
who are younger. The record is clear 
that once the older man or woman has 
obtained a job, there is little inclina- 
tion to leave it. 


The older employee has a relatively 
greater sense of company loyalty. He 
is less demanding and inclined to be 
satisfied with conditions as they are. 
He has long since quit reaching for the 
moon and learned to appreciate the 
real values that are to be found in a 
good job with a good bank. 


It goes without saying that experi- 
ence gained by the seasoned worker 
gives him an element of fitness for his 
job that only time can duplicate in 
another. The years he has spent as 
part of a bank’s organization have 
served to acclimate him to every de- 
tail of his environment; hence, to lend 
stability to his handling of whatever 
responsibilities may come his way. 

Many of the mental characteristics 
of employees tend to improve with 
age, within reasonable limits, rather 
than deteriorate. Perhaps chief among 
such characteristics are critical judg- 
ment, insight, and patience, and these 
break down into many phases and 
facets. The greater sense of general 
adjustment and emotional balance 
that comes with years of service have 
caused the long-time employee to 
accept realistically both his capabili- 
ties and his limitations. 

In the very nature of things, the 
older worker will be found to be far 
more accurate and painstaking than 
his younger counterpart. This makes 
him especially valuable wherever close 
continual supervision is not available. 


Wins Customer Good Will 


A final advantage accruing to the 
bank that hires and holds on to the 
older worker is really a bonus. It con- 
sists of that business intangible known 
as good will; for once word gets 
around that a bank is one in which 
considerations governing the hiring 
and firing of employees are based on 
competence rather than age, a favor- 
able customer reaction will be sure 
to follow. 


It is reasonable to assume that the 
director of local and state employment 
services will have complete records of 
unemployed older workers who are 
still willing and able to hold down 
jobs in which they have obtained a 
lifetime of training. The information 
available at these sources can readily 
be supplemented by consultation with 
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the personnel departments of the 
banks in which they have worked. 


Officers in these banks will be 
found to be entirely sympathetic to 
the needs of the employee in question 
and to his desire to improve his situa- 
tion. As is pointed out in the accom- 
panying box, there are many banks 
that have their own sound reasons for 
rigidly adhering to a more or less ar- 
bitrary set of retirement rules; and the 
mere existence of such rules cannot be 
taken as an indication of a lack of 
concern for the welfare of the em- 
ployees involved. 


Hiring procedures, of course, are 
always geared to the special needs of 
individual situations; and in the case 
of the older applicant for a job it 
would appear advisable to include a 
thorough physical checkup and a re- 
view of his health history. Some in- 
quiry into his psychological fitness for 
the job might also be in order if his 
known record casts any doubt on this 
point. 


Should Consult Supervisors 


The hiring of older employees may 
require some adaptation on the part 
of supervisory personnel. This is best 
achieved by bringing supervisors into 
any discussion of the subject at the 
very beginning, and fully acquainting 
them with the reasons for whatever 
changes of policy on this point may be 
under consideration. The department 
supervisor, of course, is the one man 
who is best qualified to say which jobs 
might be open to the older applicant 
and to pass upon the qualifications of 
the candidates for those jobs. The suc- 
cess of the venture will depend in a 
measure on the active cooperation of 
the whole body of employees, and 
anything that can be done by them 
to put the new employee at ease will 
be all to the good. 


The practice of retaining or hiring 
older employees will be sure to present 
its own unique problems, but there are 
ways of meeting them. There may be 
a reduction in job duties, or the num- 
ber of hours on the job, or a reassign- 
ment to duties that are more in keep- 
ing with the employee’s current capa- 
bilities. The adoption of a flexible 
work schedule calling for fewer hours 
at less take-home pay might readily 
prove mutually advantageous. Or 
these workers might be made part of a 
labor pool from which they could be 
drawn to meet any special needs as 
they arise, such as helping during rush 
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hours or filling in for regulars who are 
ill or on vacation. 


Some banks have fixed a specific 
time for the retirement of all em- 
ployees, and when that time arrives a 
formal break is made. Then those who 
are qualified for continued work and 
desire employment are re-employed as 
new temporary help. Under this ar- 
rangement, there is no further accrual 
of seniority rights. The bank con- 
tinues to receive the benefit of such 
services as the employee is reasonably 
able to perform, and may well be re- 
ducing its outlay for pensions at the 
same time. 

Pension plans, incidentally, need 


not operate as a deterrent to the hiring 
of older applicants. The plan may be 
so amended as to give thése men and 
women whatever percentage of a full 
retirement pension they may have 
earned. If, in other words, the plan 
were set up so that an employee with 
20 years of service could retire at 65 
on a full pension, then one who has 
been with the bank for only 10 years 
would be entitled to one half of that 
amount. 


Much is being said these days about 
the social problems that are being 
created by our constantly increasing 
life expectancy. While adequacy of in- 
come through a protracted period of 





Should Age Step Aside? 


Among the most pressing of 
the problems with which banks 
are contending is that of man- 
power and successor manage- 
ments. Training programs are 
the rule in banks of any con- 
siderable size, although some 
are having difficulty attracting 
trainees who are really desirous 
of making banking their career. 
All are aware of the high desir- 
ability of growing their own 
junior and senior officers, but 
they are by no means uniformly 
successful in their efforts to 
do so. 


One metropolitan banker with 
a wide and intimate acquaint- 
anceship among the country 
banks of his area feels that a 
major deterrent to the develop- 
ment of a well rounded official 
staff is the great reluctance mani- 
fested by the older officers to 
delegate responsibility and, by 
gradual stages, retire from the 
field. It is quite all right, he 
says, to want to die in the har- 
ness, but it makes it mighty 
hard on the rest of the team. 

The soundness of this view 
cannot be denied. While ma- 
turity of judgment is an absolute 
essential to successful bank man- 
agement, it doesn’t necessarily 
follow that such maturity im- 
proves with age. 

Compulsory retirement at age 
65, as practiced by many of our 
most successful corporations, 
seems, in a sense, to be very 


wasteful of wisdom and experi- 
ence, particularly when it occurs 
at the policy-making and man- 
agement levels. Nevertheless, it 
seems to work. And the pre- 
dominant reason for its working 
probably lies in the fact that 
throughout the organization of 
the company following such a 
rule there is a condition of move- 
ment and growth—of capacity to 
expand growing out of oppor- 
tunity for the exercise of that 
capacity. 

It may well be that much of 
the dynamic quality of our in- 
dustrial plant can be attributed 
to this practice. It makes pos- 
sible a steady flow of ambition 
and vitality and freshness of 
viewpoint which enters some- 
where toward the bottom of the 
structure, and, as it is permitted 
to rise, permeates the entire or- 
ganization. 


This is not to say that com- 
pulsory retirement at age 65 is 
universally desirable. It is to 
say, however, that it recognizes 
a principle which could very well 
be universally applied. The man- 
ner of such application can very 
readily be adapted to the con- 
ditions found in individual situa- 
tions. I’m sure my banker friend 
would gladly settle for a gradual 
shifting of responsibility to 
younger shoulders as that be- 
comes clearly desirable, regard- 
less of the relative ages of those 
involved. 


From an editorial in BANKERS MONTHLY for November, 1952 





BANKERS MONTHLY 





retirement in an era of inflation is a 
mounting problem, it is by no means 
the only one. Right-minded men and 
women, even though upward of 65 
years of age, want to be useful. Their 
lives of useful endeavor have set a 
pattern of behavior with which they 
find it difficult to part. They want to 
serve society rather than lean on it. 
The banks of the country can engage 
in no higher endeavor than that of 
doing all in their power to help our 
senior citizens through that period of 
their lives which the poets have said 
should be the happiest of all. 
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A Hanover Loan Brochure 

The check list here illustrated was 
compiled by Llewellyn Jenkins, as- 
sistant vice president of The Hanover 
Bank, New York, in fulfillment of one 
of the requirements for graduation 
from the Graduate School of Credit 
and Financial Management at Dart- 
mouth College. It is designed to 
bring about ‘‘a clear and rapid under- 
standing among loan officers, credit 
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Shows Time in 100 Countries 


Time around the world in terms of 
the number of hours and minutes that 
must be added to or deducted from 
Eastern Standard Time, is shown in a 
“World Time Chart’ now being dis- 
tributed by Manufacturers Trust 


Company. Also included is a map of 
the time zones in the United States, 
including Alaska and Hawaii. Copies 
may be obtained from the Interna- 
tional Banking Department of Manu- 
facturers Trust Company, 55 Broad 
Street, New York 15, N. Y. 
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men and lawyers” of the details in- 
volved in the preparation of revolving 
credit and term loan agreements. 
Illustration shows folder open to first 
pages on each side (top), exterior ap- 
pearance of brochure (center), and 
folder opened to ‘‘Prepayments’’ sec- 
tion (bottom). Other interested 
banks may obtain a copy by address- 
ing a request to The Hanover Bank, 
70 Broadway, New York 15, N. Y. 
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Signs of distinction, in excellent 
taste—from desk name plates to 
building facade letters. The 
impressive creations of U.S. Bronze 
serve the country’s leading banks. 
Yet the cost is modest. Write today 
for catalog and full information. 


UNITED ©. 
( 
Sign Co., Inc. *, service. 
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OPERATING NEWS & TRENDS 





SYSTEMS 


Diebold Introduces New 
Alpha-Numeric System 


The recently announced Diebold 
Alpha-Numeric System (DANS) af- 
fords all the advantages of both alpha- 
betic and numeric direct access to the 
operating file. In addition to being a 
scientifically constructed system for 
the application of numbers, it includes 
all the needed procedures and ma- 
terials. 

DANS provides an orderly routine 
for the assignment of a special number 
to an ‘‘excess’’ account and keeps that 
account within easy alphabetical ac- 
cess in the operating file. This does 
away with the slow search or extra 


look-up in a cross reference index or 
file and solves the problem of handling 
excess new accounts which cause 
otherwise efficient alpha-numeric sys- 
tems to break down. 


The system automatically gives new 
accounts a number midway between 
two previous accounts. It also assures 
equal original distribution of the last 
two digits, 00 to 99, of account num- 
bers and employs the principle of 
handling the vast bulk of conditions 
in a way that achieves primary ob- 
jectives and does an equally orderly 
job of identifying and handling ex- 
ceptions. 

DANS is adaptable to any number 


of accounts and any condition of sep- 
arate or combined ledgers for differ- 





What Do You Need? 


ACCRUAL ACCOUNT CONTROLS 

. ACOUSTICAL EQUIPMENT 

. ADHESIVES—Gum—Paste—Tapes 

. ADVERTISING—Financial 

ADVERTISING SPECIALTIES—Badges— 
Calendars—Matches 

AIR CONDITIONING 

. ALARM SYSTEMS—Burglar—Fire 

ARCHITECTS and BUILDERS 

a. Ge on Deposit—Paper 

BANK FURNITURE and FIXTURES—Cabinets 
—Chairs—Counters—Desks—Wastebaskets 

11. BINDERS—Bookkeeping—Check—Ledger— 


Ring 

12. BOXES—Cash—Coin—Mail—Safe Deposit— 
Stamp—Storage 

13. BUSINESS FORMS—Account—Bookkeeping 
—Columnar—Contract—Fan Fold— 
Ledger—Legal—Payroll—Statement— 
Tax Record—Visible Record 

14. CALCULATING CHARTS—Amortization— 
Ipterest—Tax Wage 

15. CAMERAS and SUPPLIES 

16. CHECK CERTIFIERS and SIGNERS 

17. CHECK PERFORMERS—PROTECTORS 

18. CHECK SORTERS 

19. CHECKING ACCOUNT PLANS and SYSTEMS 

20. CHRISTMAS SAVINGS SYSTEM—Vacation— 
Tax—All Purpose Clubs 

21. CLOCKS—Desk—Outdoor—Time—Wall— 
Watchman 

22. COIN BANKS 

23. COIN and CURRENCY—Straps—Wrappers 

24. COUPON BOOKS and ENVELOPES 

25. DECALS 

26. DEPOSIT BOOKS and COVERS 

27. DEPOSITORIES Night and Lobby 

28. DISPENSERS—Cup—Soap—Tape—Towel 

29. DISPLAYS—Lobby—Window 

30. DRIVE-IN FACILITIES 

31. DUPLICATORS—Machine—Sets—Supplies 

32. ENVELOPES—Bank-by-Mail—Button—Clasp 
—Coin—Commercial—Currency—Ex- 
panding—Payroll—String 

33. FANS—Desk—Exhaust—Floor 

34. FILES—Céntral—Check—Correspondence— 
Deposit Ticket—Expanding—Iindex Card 
—Rotary—Sorting—Storage—Transfer 
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35. FILING FOLDERS and SUPPLIES 

36. FLAGS—Administrative—Service 

37. FLOOR MATS—Lobby—Teller 

38. GATES and GRILLES 

39. INDEX SYSTEM—Signals—Tabs 

40. INK—Addressing—Check Signal—Duplicator 

41. INTER-OFFICE COMMUNICATING SYSTEMS 

42. LADDERS—Library—Vault 

43 —" SYSTEMS—Desk—Fluorescent— 
amp 


LOCKS 

45. MACHINES—Accounting—Adding—Addressing— 
—Bookkeeping—Calculating—Coin—Copying— 
Counting—Dating—Dictating—Folding— 
Letter Opening—Mailing—Numbering— 
ee 

46. MATS—Composition—Plastic—Rubber— 
Teller 

47. MICROFILM 

48. PAPER SHREDDERS 

49. PENS—Ball Point—Counter—Desk— 
Fountain 

50. PUNCHES—Ledger 

51. RACKS—Cashier's—Clothing—Coin— 
Currenc 

52. RUBBER STAMPS and PADS 

53. SCAFFOLDING 

54. SCALES—Currency—Lobby—Postage 

55. SEALS—Coin Bag—Lead—Wax 

56. SHELVES 

57. SIGNS—Brass—Bulletin Board—Changeable 
(counter)—Department—Electric—Holiday 
—Lobby—Name Plates—Outdoor—Teller 

58. STANDS—Billing—Machine—Typewriter 

59. STAPLERS and STITCHERS 

60. STATIONERY 

61. STENCILS—Addressing—Duplicating— 
Markin 

62. SUPPLIES—General Office 

63. SYSTEMS—Accounting—Accrual—Loan— 
Personal—Savings 

64. TV—Closed Circuit y 

65. TRAYS—Bookkeeping—Check—Coin—Cur- 
rency—Filing—Lettersorting—Supply 

66. TRUCKS—Dollies—Teller—Vault 

67. VAULT-—Doors—Steps—Ventilators 

68. VENDING MACHINES 

69. VISIBLE RECORD EQUIPMENT 

70. WATER COOLERS 


Rand McNally and Co., P. O. Box 7600, Chicago 80, Ill. 
Please send us information on the items circled above or below. 
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ent categories of accounts. A separate 
DANS register will ordinarily be 
created for all accounts, A to Z, in 
each separately filed category of the 
ledger accounts. Ledger separations, 
for instance, may be provided for 
regular, commercial, and _ special 
checking accounts, as well as charge- 
account and check credit plans. Fol- 
lowing installation of the system, the 
user is committed only to the task of 
keeping it current by entering ad- 
ditions or changes to the account list. 
The sequence of ledger or media files 
is not distributed, and operational file 
processes can be handled following the 
installation just as they were before. 
The change to the new system can be 
made by gradual and orderly stages. 

Diebold, Ine., Canton 2, Ohio will 
be happy to send additional informa- 
tion upon request. 


Mechanization of Loan Window 
Operations Saves Time 


Following its decision to mechanize 
the handling of its payments on in- 
stalment and mortgage loans, the 
management of The Peoples National 
Bank of Tarentum (Pa.) made an ex- 
tended search for the system that 
would best fit into the bank’s over- 
all operations. The search ended with 
the choice of a system that had as its 
basis two window posting machines 
developed by Monroe Calculating 
Machine Company, Inc., and a color 
coding system developed by the 
bank’s own staff. 

Besides providing complete ma- 
chine-processing of all window trans- 
actions, the new system has replaced 
the monthly statement previously 
used with machine-printed informa- 
tion on the status of loans. Although 
less time is devoted to the processing 
of payments by the same personnel, 
figures are ready for accounting earlier 
in the day. Since both bank and cus- 
tomer entries are made in a single 
operation, there can be no error in 
transcription. Mechanization and easy 
visual identification has resulted in 
speedier processing and better public 
and personnel relations. 

Accounts are now divided into units 
such as time-name notes, time-collat- 
eral, demand-name, demand-collat- 
eral, mortgage-conventional, mort- 
gage-FHA, mortgage-GI, and five 
categories of instalments. 
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President Grine and teller indicate their approval of system. 


When a card and pass book are set 
up for each account, they are designed 
in matching colors, with a different 
color for each type of loan. This makes 
for easy and speedy visual identifica- 
tion, since the teller needs to search 
only the cards of a certain color in- 
stead of looking through the entire 
file for a particular account. 


Immediately following the presen- 
tation of the customer’s pass book, 
the teller withdraws the appropriate 
color-coded card and inserts both in 
the Monroe Window Posting Ma- 
chine. The teller then indexes the old 
balance, total payment and interest, 
all of which are printed, together with 
the interest paid to date. The machine 
then automatically subtracts the 
amount of interest from the total 
payment and automatically prints 
the amount applied to the principal. 
It then subtracts the amount thus 
applied from the old balance and 
prints the new balance in the appro- 
priate column. 


At the same time that the machine 
is making these entries on the ledger 
card, it is making them in the ap- 
propriate columns in the pass book, 
thereby giving the customer informa- 
tion regarding the status of his loan 
that is identical in every detail with 
that possessed by the bank. The 
machine also provides automatic zero 
proof of the entire operation, in the 
course of which the teller touches it 
only four times. 


Said President Harry Grine, ‘‘We 
have found a tailor-fitted solution to 
our problem—and we didn’t have to 
make a heavy investment or change 
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our entire operating procedure to 
make it work. Personnel picked up 
the new system within a few hours, 
and customers are pleased.”’ 


BUILDINGS 


Drive-Under Branch 


When The First National City Bank 
of New York opened its third branch 
at International Airport recently, 
customers found to their surprise that 
part of it at least wasn’t on the level 
(see cut). This fact didn’t seem to 
bother them a bit when they found 
how convenient it was to drive 
“under” rather than in, through or 
around the bank for service. 


Elevated above the ground level 
alongside the airport’s main roadway, 
the new branch offers ‘‘drive-under’”’ 
facilities in the form of three tellers 
windows strategically located to pro- 
vide quick and efficient entrance and 
exit. 


For those customers who want to 


use the ‘‘vista-vision”’ main banking 
floor above, the branch has been pro- 
vided with a parking lot for more than 
100 cars. 

All three branches are under the 
supervision of S. Henry Morda who 
will make his headquarters at the new 
location. 


BOOKLETS 
NCR and Automation 


A new booklet on integrated and 
electronic data processing has been 
published by the National Cash 
Register Company. The booklet which 
describes National equipment de- 
signed to simplify office automation, 
is available without charge from the 
company’s Product Information Ser- 
vice, Dayton 9, Ohio, or any NCR 
branch office. 


Eastman Kodak’s Verifax 


“How Modern Office Copying Adds 
Time Where It Counts’’ is the title 
of a new 16-page brochure offered by 
Eastman Kodak Company. 


Attractively illustrated, the bro- 
chure has been divided into three 
sections: 1) Verifax copying applica- 
tions in a variety of fields, 2) uses and 
versatility of the copiers, and 3) the 
four Verifax Copier models available. 
A price list on the copiers and Verifax 
supplies is included. 


Copies of the brochure may be ob- 
tained on request from the company’s 


Business Photo Methods Division, 
Rochester 4, New York. 
EQUIPMENT 
Direct Entry Computer 
Clary Corporation, San Gabriel, 


Calif., is the manufacturer of this new 
direct entry, all-transistorized digital 








computer which is capable of doing the 
work of up to 20 mechanical caleula- 
tors and their operators. 


Known as the Clary DE-60, the 
computer can be used to handle de- 
preciation and amortization schedules, 
interest and payment rates, billing 
and payroll and numerous other jobs. 


Available for direct purchase or on 
a lease or rental basis, the DE-60 is 
the first general purpose computer, 
according to the corporation, that 
can be operated manually by an 
office worker after one hour’s in- 
struction. 


Rotary Files Save Space 


A new series of Rotary Files that 
turn in ‘‘Lazy Susan’”’ fashion at the 
touch of a button or twist of the 
wrist and save up to 50 percent of 
floor space, has been marketed by 
Acme Visible Records, Inc. 


Available in both motorized and 
manually turned models, the rotaries 
make up to a quarter of a million 
record or data files available in 
seconds to any of 1 to 12 users seated 
at desks around the circumference. 


Rotary diameters range from 40 
inches for desk top models to 7714 
inches for the big power rotaries. 
Depending upon the model, from one 
to six reference tiers spin the work to 
the users. 


A brochure giving specifications and 
use is available from Acme Visible 
Records, Ine., Crozet, Va. 


IBM’s New 1401 


Bringing high powered data pro- 
cessing within a price range pre- 
viously limited to conventional 
punched card accounting machines is 
one of the many features of Interna- 
tional Business Machines Corpora- 
tion’s new 1401 Data Processing Sys- 
tem. 

The all-transistorized equipment, 
shown above, can read 800 IBM 
cards a minute (unit at left) and do 
193,000 additions a minute. Magnetic 
tape units (right) are able to read up 
to 62,500 characters of information 
into the system in a second. Girl 
stands at the 600 line-a-minute print- 
er which has the unique faculty of 
being able to skip over blank lines on 
printed forms at the rate of seventy- 
five inches a second. 


Recently American Fletcher Na- 
tional Bank and Trust Company, 
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The Clary DE-60 computer. 





The IBM 1401 Data Processing System. 


Indianapolis, Ind., announced the 
leasing of the 1401. In making the 
announcement, H. Prentice Browning, 
president of the bank said that the 


1401 would be linked to an IBM 
1210, Model 4 Magnetic Character 
Sorter-Reader, providing a powerful 
and economical processing system. 
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Banking on Wheels 


Completely equipped from front to back with all facilities and com- 
forts found in a modern bank, this trailer serves Valley National Bank 
customers while the bank’s permanent office building is being erected. 


Air conditioned and staffed by 7 


employees, the trailer measures 55 


by 10 by 10 feet and was built to order from top to bottom. 


B. H. “Bud” Thompson, manager, is shown above at the rear of the 
trailer which includes two teller windows, officers rail, customer lobby, 
bookkeeping area, files, coffee bar, stock room, new accounts department, 
vault and rest room. Safe deposit box service is only one that could not 


be accommodated in the trailer. 


EXECUTIVE CHANGES 





Cc. G. MOSER 


J. M. ARNOLD 


Appointment of CHARLES G. MOSER 
to the newly created post, director of 
bank sales, Southern district has been 
announced by the Mosler Safe Com- 
pany. He will make his headquar- 
ters in Atlanta. 


JOHN K. BOEING and JAMES M. 
ARNOLD have been named chairman 
of the board and president, respective- 
ly, of Recordak Corporation. Mr. 
Arnold has also been elected a direc- 
tor and will continue as general mana- 
ger. 


UGO GALASSI, a director and executive 
of the Olivetti company, has been 
elected president of the Underwood 
Corporation, succeeding Frank E. 
Beane, who resigned. At the same 
tine, GUIDO LORENZOTTI, executive 
vice president of the Olivetti Corpora- 
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tion of America since 1957, was named 
vice president of Underwood. 


BRIEFS 


@ Following three years of work with 
major New York banks, Standard & 
Poor’s Corporation, a leader in ap- 
plying electronics to finance, has per- 
fected a routine for accurate handling 
of virtually any problem involved in 
recording and posting dividend infor- 
mation. Already in established use by 
a number of leading banks and broker- 
age firms, the system may be used in 
the subscriber’s IBM punch ecard in- 
stallation with no major change in 
current procedure. 


@ Trans-Lux Electronics Corporation, 
New York City, has introduced a new 
closed circuit television system that 
monitors ticker tapes from as many as 
three separate stock or commodity 
exchanges simultaneously, and can 
telecast the moving tapes together on 
numerous receiver units in brokerage 
firms and other financial institutions. 


@ International Business Machines 
Corporation is now offering royalty- 
free licenses for the production and 
marketing of a new, low-cost punching 
imprinter developed by the company’s 
supplies division. IBM does not plan 
to manufacture or market the device, 
but anticipates that other companies 
will do so. 
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BANKERS & BROKERS 





The Fifth Third Union Trust Company, 
Cincinnati: JOHN D. DUPUIS has join- 
ed the bank as a vice president. He 
was previously vice president and a 
senior loaning officer at the Pitts- 
burgh National Bank. Mr. Dupuis 
is the son of CHARLES W. DUPUIS, 
chairman of the board of The Central 
Trust Company of Cincinnati. 


Chemical Bank New York Trust Co.: 
According to a recent announcement, 
JOHN H. MILLER has been elected an 
assistant trust officer, CLARENCE C. 
HUNT, HOWARD J. SINCLAIR and 
CORNELIUS J. WESTERVELT to assist- 
ant secretaries, and ERIC N. COMPTON 
and JOSEPH C. KETTLE to assistant 
treasurers. 


Broad Street Trust Company, Phila- 
delphia: MICHAEL J. BRETT and 
STUART WHITMAN have been elected 
vice president and assistant vice 
president, respectively. 


Northwestern National Bank, Minne- 
apolis: The appointment of L. E. GIL- 
BERT as a vice president has recently 
been announced. He was formerly 
executive vice president of the North- 
western Mortgage Company. 


Bank of America, San Francisco: 
Promotion of ARTHUR V. TOUPIN in 
the business development depart- 
ment at the head office, and J. D. 
ALEXANDER, manager of the San 
Leandro branch, to vice presidents 
vas recently announced. 


Mercantile Bank and Trust Co., Kan- 
sas City, Mo.: JAMES L. RIEGER has 
been elected president succeeding his 
father, NATHAN RIEGER, who will now 
serve as chairman of the board. 
James Rieger represents the third 
generation of his family to head Mer- 
cantile Bank. 





A. V. TOUPIN J. L. RIEGER 
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E. A. HEARD 


S. M. HOGSHEAD 


Irving Trust Co., N. Y.: From assist- 
ant vice president, EDWIN A. HEARD 
has been elevated to vice president. 
At the same time DOUGLAS E. ALLIS 
was named an assistant vice presi- 
dent, and PAUL D. BORDWELL, ED- 
WARD K. LANTZ, KARL E. W. MUELLER, 
ROBERT R. RISCH and JOHN C. SUTHER- 
LAND were made assistant secretaries. 


First Western Bank and Trust Co., 
San Francisco: STANLEY M. HOGS- 
HEAD has been named vice president 
and manager of the Sacramento main 
office. He was formerly with the 
City National Bank and Trust Com- 
pany in Chicago. 


City National Bank & Trust Co., Kan- 
sas City, Mo.: New assistant mana- 
ger of the foreign department is 
BARON L. C. VAN LAWICK. He will be 
assistant to BROR W. UNGE, assistant 
vice president and manager of the 
foreign department. 


The Chase Manhattan Bank, N. Y.: 
In the investment and_ financial 
planning department, JOHN E. BEEBE 
and ROBERT B. RIVEL have been ap- 
pointed vice _ presidents, while 
FRANCIS E. CURRAN was made a vice 
president in the personal trust and 
estates division of the trust depart- 
ment. Named pension trust officers 
were CHARLES L. JOHNSTON and 
GEORGE W. ROMMEL. 


J. E. BEEBE 


R. B. RIVEL 








Manufacturers Trust Company, N. Y.: 
Appointment of STEPHEN L. GAIL- 
LARD, HAROLD F. CONLEY and WALTER 
A. FALLER to assistant vice presi- 
dencies was recently announced. 
They had all been assistant secre- 
taries. 


National Association of Supervisors 
of State Banks: At the recent con- 
vention in Hollywood, Fla., IRVING 
C. RASMUSSEN, Minnesota Commis- 
sioner of Banks, was advanced from 
first vice president to _ president. 
Other officers elected were DICK 
SIMPSON, Bank Commissioner, Ark., 
first vice president; ROBERT L. MYERS, 
JR., Secretary of Banking for Penn- 
sylvania, second vice president; W. P. 
MCMULLAN, JR., State Comptroller, 
Miss., third vice president; EDWARD H. 
LEETE, Deputy Superintendent of 
Banks, N. Y., treasurer; and THOMAS 
D. JONES, JR., Deputy Commissioner 
of Banking, Va., secretary. 


Marine Trust Co. of Western N. Y., 
Buffalo: President of Loblaw Inc., 
JOHN R. PEACHEY, has been elected a 
member of the board of directors. 


The Northern Trust Company, Chi- 
cago: According to a recent an- 
nouncement HANS W. WANDERS, SID- 
NEY E. GIBSON, ROBERT L. FISHER and 
NORMAN F. CLARKE have been ap- 
pointed second vice presidents while 
LAYTON D. KARST and PAUL H. SWAN- 
SON were designated assistant cash- 
iers. 


Bankers Trust Company, N. Y.: 
In the trust department G. RONALD 
INCE and J. DONALD MULVEY have 
been promoted to vice presidents. 
Named assistant vice presidents were 
ANTON W. KOESTER and KARL 0. 
ROST. 





J. D. MULVEY 
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W. C. SNYDER JR. 


F. H. BEAM 


Federal Reserve Bank of Cleveland: 
Two newly elected directors are 
FRANCIS H. BEAM, president of The 
National City Bank of Cleveland 
and W. CORDES SNYDER, JR., chairman 
and president of the Blaw-Knox 
Company, Pittsburgh. They were 
elected for three-year terms begin- 
ning January 1, 1960. 


American Security and Trust Co., 
Washington, D. C.: Previously assis- 
tant vice president, HENRY K. WIL- 
LARD has been advanced to treasurer. 
Other promotions include those of 
ALBERT P. THOMPSON from assistant 
trust officer to assistant vice presi- 
dent, and CLAUDE E. MILLER from as- 
sistant treasurers to assistant vice 
presidents. Elected assistant trea- 
surers were JAMES J. KIRWIN, III, 
ROBERT THOMPSON and ROBERT WAL- 
LACH while LOUISE A. TEBEAU was 
named assistant secretary. 


Blyth & Co., Inc.: JOHN INGLIS (San 
Francisco), a director and vice presi- 
dent, was named to the executive 
committee of this investment banking 
firm; vice presidents PAUL A. CONLEY 
(New York), EDWARD GLASSMEYER 
(New York), JOHN R. BECKETT (San 
Francisco) and RICHARD M. LINK (Los 
Angeles) were elected directors; and 
ROBERT E. LESLIE (New York), FRED- 
ERICK L. MILLER (New York), ADOLF 
K. EITNER (Los Angeles), WILLIAM T. 
PATTEN (Seattle) and NIELAND B. VAN 
ARSDALE (Los Angeles) were named 
vice presidents. 


First American National Bank of 
Nashville, Tenn.: DAVID KARDOKUS 
has been elected an assistant cashier 
and is scheduled to manage the new 
Green Hills Branch opening about 
December 15. 


Industrial National Bank, Providence, 
R. I.: Previously an assistant vice 
president, EDMUND J. CARLONE has 
advanced to vice president. 
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Hartford (Conn.) National Bank and 
Trust Co.: Heading up a number of 
recent promotions were those of. A. 
WALLACE CUDWORTH who was ad- 
vanced from trust officer to vice pres- 
ident and trust officer; and HOWARD 
C. HAVENS, CHARLES E. LORD, JOHN 
O. BROTHERHOOD, JR., H. AUSTIN 
SPANG and FREDERICK J. DOOCY who 
moved up to vice presidencies. Other 
promotions included those of ARTHUR 
N. OSBORN and H. TAYLOR STONE to 
assistant vice presidents; JOHN H. 
STEARNS to trust officer; PETER VAN 
SLYCK, COLIN J. B. HOLLOWAY and 
THOMAS R. BUCK to assistant cash- 
iers; and GEORGE GLAHN, ROBERT E. 
DELL and BARRY W. GRAY to assistant 
secretaries. 


Citizens & Southern National Bank, 
Atlanta, Ga.: Vice President EUGENE 
E. JONES has been named officer in 
charge of their statewide charge ac- 
count service. At the same time 
J. HARRISON HOPKINS and GORDON B. 
TRULOCK, JR. were elevated to vice 
presidents. W. RAY WALKER and 


HARVEY LAYTON were advanced to 
assistant vice president and assistant 
cashier, respectively. 





E. E. JONES J. H. HOPKINS 





G. B. TRULOCK, JR. J. H. HUNTER 
Bank of Montreal: Formerly manager 
of the Banff Springs Hotel branch, 
JOHN H. HUNTER has been appointed 
a special regresentative in the super- 
intendent’s department in Calgary. 
He succeeded ARTHUR C. P. JONES, 
who became a special representative 
at the New York agency. 








M. T. HALBOUTY 


R. L. MUIR 


Continental Bank & Trust Company, 
Houston: MICHAEL T. HALBOUTY, a 
prominent geologist and petroleum 
engineer, has been named chairman 
of the board. 


Tri-Continental Corporation, N. Y.: 
ROSS L. MUIR has been appointed di- 
rector of public relations of this 
closed-end investment company and 
the Broad Street Group of Mutual 
Funds. 


Mellon National Bank and Trust Co., 
Pittsburgh: Appointed assistant vice 
president in the investment depart- 
ment was WILLIAM STARING, JR. At 
the same time ROBERT E. HUDSON, 
JR. was designated assistant vice 
president, GEORGE T. FARRELL was 
made an assistant cashier, while 
RICHARD D. FLINN and MARY C. WIL- 
LIAMS were named assistant secre- 
taries. 


The First National Bank of Chicago: 
Formerly assistant vice presidents, 
R. B. JOHNSTON, G. W. MILLER and 
R. K. NEWHALL have been elected 
vice presidents. From assistant 
cashier J.C. FENNER was promoted to 
assistant vice president. Named as- 
sistant cashiers were GEORGE C. 
BERGLAND, JOHN M. CLARK, GEORGE 
C. DIEZEL, OLOF A. LINSTEDT, CHARI.2S 
P. ONGENA, and PAUL C. WRAY, JR. 
In the law department GERARD A. 
FAIRFIELD was made an assistant at- 
torney. DONALD S. FARLEY, JR. and 
ARTHUR R. MENARD have been ad- 
vanced to assistant secretaries in the 
trust department. 


Empire Trust Company, N. Y.: Newly 
elected director is JAY E. CRANE, fi- 
nancial consultant to Standard Oil 
Company (N. J.) and a director of 
the Great Atlantic & Pacific Tea 
Company, Inc. He was formerly 
vice president and director of Stan- 
dard Oil Company (N. J.) and chair- 
man of the Federal Reserve Bank of 
New York. 
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The Western Saving Fund Society of 
Philadelphia: Vice President E. 
RICHARD WERNER has been elected 
executive vice president. He was also 
made a member of the board of man- 
agers along with BRADFORD SMITH, 
JR., executive vice president of the 
Insurance Company of North Amer- 
ica. 


First National Bank of Poughkeepsie, 
N. Y.: Executive Vice President LOUIS 
H. LaMOTTE of International Business 
Machines Corp. has been elected a 
director. 


Seattle-First National Bank: HAROLD 
C. PHILBRICK, presently vice presi- 
dent and manager of the Belling- 
ham branch will move early next 
year into a senior loaning position at 
the bank’s Main Office in Seattle. 
HARRY M. STRONG, now manager of 
the University Branch has _ been 
elected assistant vice president and 
assistant manager of the Belling- 
ham branch, and will later succeed 
Mr. Philbrick as manager. 


Consumer Bankers Association: 
At the recent convention held in 
Philadelphia, WESLEY T. HARRISON, 
president, The Guardian’ Bank, 
Springfield, Ohio, was re-elected presi- 
dent; RALPH W. STODDARD, president, 
Bank of Buffalo, was re-elected first 


vice president; and GEORGE E. 
ROGERS, president First National 


Bank of Marion, Ind., was elected 
second vice president. 


Bank of Delaware, Wilmington: 
Previously an assistant treasurer in 
charge of the Newark office, DAVID 
MCMILLAN has been advanced to as- 
sistant vice president. 


The Summit (N. J.) Trust Company: 
In the trust department WILLIAM M. 
BAKER, CALVIN A. STETSON and 
EUGENE J. SCHAEFER have been 
designated senior trust officer, trust 
officer and assistant trust officer, re- 
spectively. 


Republic National Bank of Dallas: 
Newly elected assistant vice president 
is WILLIAM R. WHITLEY who returns to 
Republic from the Bank of Com- 
merce, Fort Worth. 


The County Trust Company, White 
Plains, N. Y.: Three newly named of- 
ficers are: LAWRENCE C. SAHRE, as- 
sistant treasurer, and PAUL SCHWEIN- 
FEST and EDMOND V. LeDONNE to 
assistant trust officers. 
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F. A. EIDSON 


ZELIE HUSSEY 


Crocker-Anglo National Bank, San 
Francisco: Two newly appointed as- 
sistant cashiers are GERALD E. MOSH- 
ER and MISS ZELIE J. HUSSEY who has 
been with the bank since 1922. 


The Bank of Georgia, Atlanta: 
From assistant cashier, FRANK A. 
EIDSON has been promoted to assist- 
ant vice president and ARTHUR F. 
MORGAN to assistant cashier. 


Bank of Douglas, Tucson, Ariz.: 
ROBERT S. ELLIOTT has been advanc- 
ed from assistant trust officer to trust 
officer, while FRANK RAMSEY, HUGH 
H. COLTRANE and GERALD W. FOWLER 
have been named assistant cashiers. 


International Bank for Reconstruction 
and Development: ROBERT W. CAVA- 
NAUGH has been appointed treasurer 
of the World Bank to succeed the 
late Henry W. Riley. 


The Northern Trust Co., Chicago: 
DONALD L. THOMAS has been elected 
second vice president and manager of 
the savings department. 


First National Bank and Trust Co. of 
Tulsa: HAROLD C. STUART, a director 
of the bank has been elected a director 
of the Skelly Oil Company. He is 
president of KVOO-TV and KVOO- 
Radio in Tulsa. 


Union Bank, Los Angeles: Seven re- 
cently promoted officers include 
LEWIS B. MAIER who advanced from 
assistant vice president and trust 
officer to vice president, FRANCIS L. 
ANDREWS to assistant vice president 
and the following to assistant cash- 
iers: VINCENT A. BELL, ALBERT G. 
GAGHAGEN, DONALD J. LADNER and 
GEORGE B. PYRON. 


First National Bank of Arizona, Phoe- 
nix: Elevated to vice presidents were 
BROUGHTON AVENT and BERNARD G. 
LEBEAU, while RICHARD W. GOLTER 
was named assistant comptroller. 














Colonial Bank and Trust Co., Water- 
bury, Conn.: EUGENE L. THERIAULT 
has been elected an assistant treasurer 
in the personal credit department. 


The Bank of Virginia, Richmond: 
Assistant cashier D. STUART BECKNER 
has been promoted to assistant vice 
president. 


First National Bank in St. Louis: 
Formerly assistant cashier, ANTON 
BURKHARTSMEIER has been elected 
assistant vice president while SAM 
FANARA has been named cashier in 
charge of the tabulating department. 


INSURANCE & FINANCE 


COMPANY CHANGES 








a. J. COV SIDNEY LOCHAN 
James Talcott, Inc.: JAMES J. COY, 
SIDNEY LOCHAN, THOMAS J. MCGANN 
and SIGURD B. SALVESEN have been 
elected vice presidents of this financ- 
ing and factoring firm. At the same 
time JOHN DUNCAN was named assis- 
tant vice president. 





D. C. WARD, JR. J. J. KUBACH 


Standard Financial Corporation, 
N. Y.: D. C. WARD,"JR., formerly senior 
vice president of the Union Trust 
Company of Maryland, Baltimore, 
has been elected vice president in 
banking relations. 


Citadel Life Insurance Company of 
New York: Vice president in Bank- 
ers Trust Company’s international 
banking department, JOHN J. KU- 
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BACH, has been named a director and 
member of the finance committee. 


CORPORATE CHANGES 


DeW. A. FORWARD R. H. MANSFIELD 
Fruehauf Trailer Company, Detroit: 
DEWITT A. FORWARD has been added 
to the board of directors. Mr. For- 
ward recently retired as vice chair- 
man and director of the First Na- 
tional City Bank of New York after 
42 years service. 


Libbey-Owens-Ford Glass Company: 
RICHARD H. MANSFIELD, banker and 
general partner of Lazard Freres & 
Co., N. Y. has been elected a direc- 
tor. He will fill the vacancy created 
by the resignation of CHARLES J. 
STEWART who has taken office as 
president of Manufacturers Trust Co. 


Krylon, Inc., Norristown, Pa.: 
GEORGE R. CLARK, vice chairman of 
Girard Trust Corn Exchange Bank, 
has been elected a director of this 
marketer of aerosol spray enamels and 
other protective coatings. 


Monsanto Chemical Co., St. Louis: 
ALAN H. TEMPLE, vice chairman of The 
First National City Bank of New 
York, has been elected a director of 
Monsanto. Trained as a” financial 
writer, Mr. Temple joined National 
City in 1931, became a vice president 
in 1941, an executive vice president 
in 1952, vice chairman in 1958. He 
also is a director of the Mead Corp. 
and several insurance companies. 


Delta Air Lines, Atlanta: Miami in- 
vestment banker, EMERY FLINN, has 
been added to the board of directors. 
He is a partner in the firm of Oscar 
E. Dooly & Co. and previously had 
served as vice president of the First 
National Bank of Miami. 


Shell Oil Company: The appoint- 
ment of A. A. BUZZI as financial vice 
president will become effective Jan- 
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WANT HELP FROM Sede 
A SPIRIT? 





I don’t mean a genie from a magic bottle, nor that stuff 

you pour from not-so-magic bottles. [ mean Christmas spirit 
—which can be mighty helpful. With the aid of my 
Christmas Clubs, many financial institutions have translated 
this spirit into solid business for themselves. Here’s how! 


My Christmas Clubs bring people in. They discover 

other services and become regular customers. Many deposit 
part or all their Christmas money in savings accounts. 
And you just can’t find better goodwill builders. 


Get the most from this spirit with Rand M¢Nally’s Club. With 
their complete service... their beautifully-made and 
carefully-printed materials... your Club is bound to be 
successful and keep growing. 


| 
For samples and full é 
information, drop a line to: ME ae | OT 
Rand M‘Nally & Company, MITT \ SReT TT VY 
Christmas Club Division, ir a a Wa \ a 
405 Park Avenue, New York 22, 
Box 7600, Chicago 80. 
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uary 1, 1960. At present he is con- 
troller of the company and will be 
succeeded in that capacity by R. K. 
BURNS, assistant controller and as- 
sistant treasurer of Shell Chemical 
Corp. 


Stauffer Chemical Company, N. Y.: 
As a result of the merger of Victor 
Chemical Works into Stauffer Chem- 
ical Company on November 1, JAMES 
W. KETTLE has been designated vice 
president, finance; LLOYD F. CUMM- 
INGS, assistant vice president, finance; 
and TOLMAN G. EVERETT, treasurer. 


Borg-Warner Corporation, Chicago: 
HOWARD A. SCHMEAL has been elected 
vice president, treasurer and secre- 
tary of Ingersoll Products Division of 
the Corporation. 


BRIEFS 


PBA Fighting Inflation 


This four-color poster is being dis- 
played by banks throughout Penn- 
sylvania as part of the anti-inflation 
campaign developed by the Pennsyl- 
vania Bankers Association Educa- 
tional Foundation. The campaign 
was first announced by T. Allen 
Glenn, Jr., president of The Peoples 
National Bank of Norristown, Pa., 
in the course of the speech in which 
he accepted the presidency of the As- 
sociation last Spring (BANKERS 
MONTHLY, June 15). It has been de- 
signed to dovetail with and supple- 
ment the work of the American Bank- 
ers Association Committee on Eco- 





CALENDAR OF EVENTS 


American Banking Association 
1960 


Jan. 21—22—National Credit Conference: LaSalle Hotel, Chicago 
Feb. 8—10—Midwinter Trust Conference: Waldorf-Astoria Hotel, NYC 


Mar. 
Mar. 


May 


State Associations 


7-9—Savings & Mortgage Conference: Hotel Roosevelt, New York City 
21-—23—nstalment Credit Conference: Conrad Hilton Hotel, Chicago 
12-—13—Southern Trust Conference, Colonial Inn-Desert Ranch, St. Petersburg, Fla. 


1960 
Mar. 24-26—Florida: Robert Meyer Hotel, Jacksonville 
Apr. 22-29—Georgia: Cruise on S. S. Bergensfjord 
Apr. 24-—26—Louisiana: Hotel Roosevelt, New Orleans 


Apr. 30-May 7—Alabama: Cruise on S. S. Bergensfjord 


May 1—6—South Carolina: Cruise to Nassau 

May 5-6—Oklahoma: Skirvin Hotel, Oklahoma City 

May 6-7—North Dakota: Dacotah Hotel, Grand Forks 

May 18-19 Indiana: French Lick-Sheraton Hotel, French Lick 
May 18-20 New Jersey: Chalfonte-Haddon Hall, Atlantic City 


Other Associations 


1960 
Apr. 
Apr. 
May 
May 
June 


4-6—NABAC Eastern Regional Conference: Bellevue Stratford, Philadelphia 
24—27—NABAC Northern Regional Conference: Schroeder Hotel, Milwaukee, Wis. 
16—18—NABAC Southern Regional Conference: Chase-Park Plaza Hotel, St. Louis, Mo. 
22-26—ndependent Bankers Association Convention: Hilton Hotel, Denver, Colo. 

6-8—NABAC Western Regional Conference: Hotel Utah, Salt Lake City 


Oct. 10—12—NABAC Annual National Convention, Hotel Statler, Los Angeles 


Schools 


1960 


June 
New Brunswick, N. J. 


13—25—-Stonier Graduate School of Banking: Rutgers University, 


June 19—July 2—FPRA School of Financial Public Relations, Chicago Campus of Northwestern 


Univ. 
July 


17-30—Southwestern Graduate School of Banking, Southern Methodist Univ. 
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EVERY SAVINGS DOLLAR 
YOU BANK IS YOUR 


BOW AT 
INFLATION Y 





nomic Growth without Inflation, un- 
der the chairmanship of Pennsyl- 
vania’s C. A. Sienkiewicz, president 
of Central-Penn National Bank of 
Philadelphia (BANKERS MONTHLY, 
September 15). 


Other phases of the campaign com- 
prise the distribution of insert folders 
and newspaper advertising mats which 
are being used by all PBA members. 
The association has distributed to all 
of the 415 newspapers in Pennsyl- 
vania for use in available public ser- 
vice space, an article over President 
Glenn’s by-line entitled ‘‘Who’s Go- 
ing to Stop Inflation?’ Additional 
articles in this series will be put in mat 
form and provided for the press. 
Television and radio spots and scripts 
are also in process of preparation. 


Idaho Banker Honored 


As he rounded out his 25th year of 
service as an officer of The Idaho First 
National Bank, John A. Schoonover, 
along with Mrs. Schoonover, was re- 
cently honored by the Idaho First 
National Managers and their wives 
with a silver presentation at a dinner 
commemorating the anniversary. Mr. 
Schoonover came to Boise on Novem- 
ber 15, 1934 to assume duties as exec- 
utive vice president, and was elected 
president in January, 1939. He is 
currently president of the Idaho 
Bankers Association, a Class A direc- 
tor of the Federal Reserve Bank of 
San Francisco, and a member of the 
executive committee of the National 
bank division of the American Bank- 
ers Association. 


A feature of the managers’ dinner 
meeting was a talk in which Mr. 
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Schoonover described the state of the 
economy of Idaho. He shared the 
nation’s concern regarding the out- 
come of the steel negotiations. While 
the demand for funds had “put a 
strain upon all lending institutions,” 
Idaho’s banks had been able to supply 
the normal credit needs of their cus- 
tomers, although they, along with 
other financial institutions, had 
“found it necessary to dispose of a 
part of their supply of government 
bonds and other secondary reserves 
in order to care for local borrowing 
customers.” 


In harmony with his previously de- 
clared firm opposition to all things in- 
flationary (BANKERS MONTHLY, Aug. 
15) Mr. Schoonover made a strong 
plea for economy in government and 
a balanced budget. ‘“‘Inflation,’’ he 
said, “‘is a more important enemy 
now than any other, and all our efforts 
should be devoted to the fight against 
| 


To Use Foundation 
Ads Locally 


Plans for a local advertising cam- 
paign, using the advertising messages 


~ 


A Tree Grows in Dearborn 


Shown above is the “‘money tree” 
mural in the recently completed 
Michigan Avenue-The American Road 
office of the Manufacturers National 
Bank of Detroit. Occupying wall 
space twenty-two feet long, seven feet 
high, it is mounted in relief several 
inches from the wall. In the words of 
a beautiful commemorative brochure, 
“The leaves are abstractions artis- 
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appearing in national magazines un- 
der the sponsorship of the Foundation 
for Commercial Banks were adopted 
at a meeting of representatives of 
nine Virginia banks recently held in 
Richmond under the leadership of 
J. Harvie Wilkinson, Jr., president 
of State-Planters Bank of Commerce 
and Trusts of that city. Also present 
at the meeting were the executive sec- 
retary and public relations director of 
the Virginia Bankers Association. 


The plan, said to be the first of its 
kind in the country, calls for the 
Foundation advertisements to appear 
in local newspapers once a month, ap- 
pearing the week between the ap- 
pearance of the same ads in Life and 
The Saturday Evening Post. The 
names of the cooperating banks will 
appear beneath the advertising copy, 
and will be rotated so that each bank 
will receive top billing during the 
year. 


Morris R. Brownell, Jr., Philadel- 
phia, chairman of the Board of Trus- 
tees of the Foundation and vice presi- 
dent of the Philadelphia National 
Bank, explained to the group the ob- 
jectives of the national campaign. 


tically executed in aluminum, and the 
fruit consists of 10-inch lucite dises 
in which are imbedded coins of twen- 
ty-six different countries.”’ In the 
photo (1. to r.) are William O. Pfeif- 
fer, vice president and officer in charge 
of the new office, William A. Howe, 
senior vice president of the bank, and 
Harley H. Melzian, vice president 
and director of design, W. B. Ford 
Design Associates, Inc., designers of 
the mural. 
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BANKING & INVESTMENT FIGURES 


R M 6 Mos. q 
WEEKLY REPORTING MEMBER BANKS (in billions) a | ao > | oe 


Earlier Earlier Earlier 
cieaenienats au ia 


Total loans and investments $104.2 $104.3 N.A. N.A. N.A. 


Commercial and industrial loans 29.9 29.5 N.A. N.A. N.A. 
Agricultural loans 2 9 N.A. N.A. N.A. 
Loans to brokers and dealers for purchasing or carrying Governments Be 4 N.A. N.A. N.A. 
Loans to brokers and dealers for purchasing or carrying other securities ... 1.8 LT N.A. N.A. N.A. 
Other loans for purchasing or carrying Governments. ........-.seeeeee a ae N.A. N.A. N.A. 
Other loans for purchasing or carrying other securities 132 | N.A. N.A. N.A. 
Loans to sales and personal finance companies SF 3.6 N.A. N.A. N.A. 
Loans to other nonbank financial institutions 1.7 V7 N.A. N.A. N.A. 
Loans to foreign banks...... 7 aS N.A. N.A. N.A. 
EOGNS 16: COMESHC COMMENCIG! DGNKS. <<. oc ccc cc scseeccseceseaenecs is 9 N.A. N.A. N.A. 
Ne MNO RING 55 61-4 casa 526 506A 5a clea dyin danke ce sani bv 9 aby Sjeceleons N.A. N.A. N.A. 
Other loans...... N.A. N.A. N.A. 
U. S. Government securities N.A. N.A. N.A. 
Other securities. ..... . A N.A. N.A. N.A. 


ALL MEMBER BANKS (in millions) 


Excess reserves (estimated) $ 378 $ 336 $ 447 
Borrowings at Federal Reserve Banks 826 658 772 
Free reserves or net borrowed reserves (—) - -448 —322 -325 


Month Year 1959——- 
RATES & U. S. GOVT. SECURITY YIELDS (FRB) Earlier Earlier 


Low 


Federal Reserve discount rate (New York) i 4.00 2.50 2.50 
Prime bank rate , 5.00 4.00 4.00 


3-month bills, auction average J 4.02 272 2.59 
6-month bills, auction average , 4.50 pishors 2.92 
3-month bills, market yield > 3.99 272 2.58 
6-month bills, market yield ; 4.45 state 2.92 
Issues due in 9-12 months ‘ 4,42 2.96 2.95 
Issues due in 3-5 years f 4.60 3.58 3.70 
Bonds due or callable in 10 years or more . 4.08 3.67 3.81 


COMMON STOCK PRICES (Selected SEC indexes) 
Composite of 265 stocks (1939-100) ; 386.7. 441.3 400.1 


Aircraft manufacturers ; 588.8 614.1 438.7 
Airlines " 427.3 589.5 446.1 
Automobiles . 538.0 639.4 506.7 
Chemicals : 436.5 580.3 454.2 

518.8 675.7 513.5 

453.8 597.2 497.0 

548.6 842.7 572.8 
Foods and beverages , 294.2 340.9 300.8 
Machinery (industrial). . ‘ 463.4 552.3 469.4 
Metals (non-ferrous). ; 290.2 322.8 287.0 
Paper and allied products 2 1967.6 2200.6 1964.0 
Petroleum (integrated companies) ‘ 792.1 811.4 658.5 
Railroads : 3254 3567 23063 
Retail trade i sa22 4319 35235 
Steel and iron , 699.7 857.6 726.0 
Tobacco ’ 150.9 185.6 157.5 
Utilities . 189.3. 231.8 207.1 
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“Cfalional POST-TRONIC machines save us 
54% annually on our investment.” 


—SOTTILE GROUP BANKS, Miami, Florida 


“The Sottile Group Banks have planned a 
step-by-step program toward full automa- 
tion of the operations departments. The first 
step —electronic posting with the National 
POST-TRONIC —has been completed. From 
the performance of the POST-TRONIC dur- 
ing this first year, we estimate the machines 
are giving us an annual return of 54% on 
our investment. : ; 3 
“The electronic functions o: the POs.- 
TRONIC enable us to give the be: of 
ice toi our depositors. The simplicity of the 
equipment removes the problem of training 
operators; the automatic features make for 


speed and accuracy; and the high posting 
capacity of each machine creates important 
savings in personnel and floor space. 

“In subsequent steps of the Sottile auto- 
mation program, additional automatic com- 
ponents will be linked to our present 
POST-TRONIC machines, leading to a fully- 
automated National System.” 


a 


Operating Head 
Sottile Group Banks 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES * 75 YEARS OF HELPING BUSINESS SAVE MONEY 


Electronics provide the lowest posting costs 
ever known, more efficient over-all operation 
of any bank, regardless of size. Your local Na- 
tional representative will . 
show how much the POST- » Wale 
TRONIC can save your 

bank. He's listed in the 

yellow pages of your phone 

book. 


“TRADE MARK REG. U.S. PAT, OFF. 


ACCOUNTING MACHINES — 
ADDING MACHINES + CASH REGISTERS 
wer paper (No Carson Required) 








